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NATIONAL POLICY AND ISSUES 


"JINGJI GUANLI' ON ECONOMIC GROWTH IN READJUSTMENT 


HK280848 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 15 Nov 81 
pp 7-9 


[Article by Ren Tao [0117 3447] and Lu Baifu [7120 4102 3940]: "A Fixed Economic 
Growth Rate Must Be Maintained During the Readjustment Stage"] 


[Text] Influenced by ‘leftist’ mistakes for a long time, China's economy has taken 
the road of "high quotas, high accumulation rate, low efficiency and low consump- 
tion," resulting in serious disproportions in the national economy. Since the 

3d plenary session of the llth CCP Central Committee, the implementation of the 
policy of "readjustment, restructuring, reorganization and upgrading" has made the 
national economy begin to embark on the road of healthy development. During the 
economic readjustment stage, owing to the reduction in accumulation rate, the 
curtailment of the scope of capital construction and the readjustment of the 
proportional relations between agriculture and light industry on the one hand and 
heavy industry on the other, the rapid growth of agriculture and light industry 
cannot make up for the fall of the heavy industrial output value. Therefore, it 
is natural that the growth rate of the national economy as. a whole is manifested 
in a reduction of speed. 


Speed is an important comprehensive target of the development of the national 
economy. However, speed cannot wholly tell the substance of economic development. 
A similar speed can take shape either on the basis of rational proportional 
relations or on the basis of the most irrational ones. Fhe past mistake lies in 
concentrating on speed alone to the neglect of the goal of socialist production 

and of the overall balance of the national economy. As a result, though the speed 
was high, t! »re disporportions in the national economy, and the people did not 
get the berefite of the economic development. We must no longer take this road 

of one-sidedly seeking high quotas and high speed. 


But is it true that the lower the speed is the better? Certainly not. Now that 
speed is the comprehensive target of the development of the national economy, 

on the basis of rational proportionate relations, we must certainly strive for the 
steady growth and improvement of speed. Even during the stage of readjustment, 

it is also necessary to maintain a fixed growth rate. Otherwise, the basic needs 
of the people cannot be satisfied and the difficulties in finance cannot be solved. 
Failure to do so is detrimental to enhancing the morale of the people and to 
promoting the improvement of economic management skills. 














This readjustment is quite different from that in the early 1960's. During the 
readjustment in the early 1960's, there were several "small local crowds" and 
construction of "stalls" was basically discontinued, 2/3 of the enterprises were 
closed, suspended, merged and shifted (to other types of production) and 20 million 
staff and workers had to leave their production units and return to their home 
villages, thus greatly easing the financial burden of the country. Although the 
growth rate at that time was very low and even negative, because of the reduction 
of large amounts of state expenditures, the situation in which there were diffi- 
culties in finance and the economy turned rapidly for the better. However in this 
readjustment, although some enterprises are being closed, suspended, merged and 
shifted, the number of workers is not being reduced, their wages have to be paid 

as usual, a lot of machinery and equipment has to be taken care of and kept in 

good condition, and there are various other expenditures. The curtailment of the 
scope of capital construction resulted in large quantities of materials and equip- 
ment being kept in stock and the workers being left idle. At the same time, there 
are great numbers of youths awaiting employment that have to be provided with 
employment and the leng-drawn-out "outstanding accounts" of science, culture and 
education, the people's livelihood and urban construction have to be solved step 

by step. The state's financial income has decreased as the result of the reduction 
in production but expenditures not only cannot be reduced, they are rising every 
year. Under these circumstances, not having a fixed growth rate in the national 
economy is detrimental to the regulation orf the contradiction between social 
production and social needs and to the guarantee of market supplies. State revenue 
cannot be increased and the improvement of employment and the people's livelihood 
will be hard to solve. 


Of course, during the stage of economic readjustment, it is also unrealistic to 
demand a high growth rate in the national econowy. The economic growth rate during 
the readjustment stage must be a rate that can be obtained through ovr efforts on 
the basis of real comprehensive balance and improved economic effect in accordance 
with the progress of the economy and the conditions of tapping potentials in 
production by proceeding from the present real conditions and taking into account 
both past experience and the situation that may possibly arise in the future. On 
the other hand, it must be able to create conditions for the coming development. 

On this question, while in earnestly drawing lessons from the positive and negative 
experience of history, we must neither blindly pursue speed in the old fashion 

nor fail to maintain a certain speed, still less must we regard that the lower 

the speed is, the better. 


Judging from the present situation, the key to maintaining a fixed growth rate on 
the precondition of bringing the national economy round to a benign cycle lies in 
the full mobilization of the enthusiasm of all circles and the revitalization of 
the national economy. For this, we must start with the acceleration of the pace 
of development of agriculture and light industry and at the same time, revitalize 
heavy industry correspondingly and help it change its orientation as soon as 
possible to serving the market and the technical transformation of agriculture, 
light industry and other branches of the national economy and ensure the comple- 
mentary and coordinated development of agriculture and light industry on the one 
hand and heavy industry on the other. In the meantime, through readjustment, 
restructuring as well as the consolidation of enterprises, we must substantially 
improve the economic effect so as to help the national economy embark on a new 











road of development that will require less investment without too high an accumu- 
lation rate but promise better economic effect with more benefits for the people 
and give relatively full scope to the superiority of socialism. 


At present, the road for developing agriculture has been found out and the agri- 
cultural situation is very fine. The question in the days ahead is to stabilize 
the policies and on the basis of fully respecting the willingness of the peasants, 
to perfect the various forms of agricultural production responsibility system; 

in accordance with the principle of voluntary participation and mutual benefit, 
form multifarious forms of economic integration and cooperation and further 
enliven agriculture. The development of agriculture relies on policies and use 

of science. From the present situation, we must develop not only the range but 
also the quality of agricultural production. To effect a new breakthrough in the 
country's agricultural production, it is necessary to march toward science, do 

a good job in agricultural research work and in particular pay close attention to 
practical results in such fields as the breeding of fine varieties, the prevention 
and control of plant diseases and elimination of pests and agroscientific management 
and effectively organize well the application and popularization of agroscientific 
technology on the basis of readjusting the relations of production. After the 
introduction of the production responsibility systems in rural areas, labor 
efficiency was greatly improved and there was a relative surplus of labor power 

as a result. It is imperative to organize this surplus of labor power to develop 
and utilize as far as possible the mountains and rivers of the vast countryside, 
develop a diversified economy and open up new sources of production. Provided the 
above-mentioned work is done well, a new prospect of development will come into 
being in our agricculture. 





Speeding up the development of light industry in every conceivalbe way is a key 
measure to accelerate the development of the national economy as a whole. At 
present, there is still enormous potential in light industry. In terms of invest- 
ment, credit, material supplies, economic policies and science and technology, we 
must give ample support to light industry and let it bring into full play its own 
potentials. The main measures to quicken the development of light industry include: 


1. Expedite the pace of the integration and reorganization of light industry. 
Initial achievements have been made over the past few years in readjusting the 
economic structure, but the readjustment of the organizational structure of enter- 
prises and the product mix has made siow progress with little results. This is 
mainly caused by the restrictions of the system of ownership of the different 
departments and different regions. On this question, we must not confine ourselves 
to the general call and demand uniformity. As for the enterprises with tangible 
economic results, we must solve them one by one or batch by batch, whenever we 

have an accurate understanding of them. It is imperative to adopt resolute measures 
to break through all kinds of obstructions which come from the superstructure. 

Only in this way can we achieve practical results and quicken the progress of 
rationalizing the organization of enterprises. At present, centering on the 
marketable brand-name products for which supply falls short of demand with big and 
medium-scale cities and key enterprises as the core, it is necessary to concentrate 
superiority to get rid of the obstructions of the system of ownership of different 
departments and different regions, and carry out reform and integration by entire 
trades according to the same products so as to bring about an upswing in the 
production of these products. 











2. Accelerate the pace of upgrading light industrial products and replacing the 
old with the new. The development of light industry must be based on the improve- 
ment of product quality and the increase in product patterns and colors. To do 
this, the key lies in upgrading the products and replacing the old with the new. 
Only in this way can we develop the range and quality of the market, meet the needs 
of the people and promote the development of light industry itself. To fully 
arouse the enthusiasm of the enterprises for developing and producing new products, 
it is necessary to adopt some necessary readjustment and reform measures and 
stimulate the enterprises to actively adapt themselves to the changes of market 
demands in terms of finance, planning, material supplies and economic policies, 

and of the integration and cooperation of scientific research institutions and 
production enterprises. With regard to some commodities which have begun to be 

in vogue, such as cosmetics, fashionable dresses, food and drink, we must break 
free from the past outmoded ideas, strive to boost production and open up a new 
market and a new field of consumption with better quality and more fashionable 
product designs and colors. 


3. Strengthen the purchase and allocation of agricultural raw materials and make 
full use of the strong points of agricultural resources. The industrial products 
using agricultural products as raw materials now account for 55 percent of the 
total amount of industrial products purchased. The condition of the supply of 
agricultural raw materials is still a decisive factor which restricts the develop- 
ment of light industry. Over the past 2 years, because the plans for purchasing 
and allocating agricultural products were not fulfilled satisfactorily, there has 
been a sharp decrease in the volume of allocation of some raw materials, such as 
tobacco, hide and tea with the result that some light industrial enterprises have 
been operating under capacity and their production capability has not been brought 
into play. To develop light industry, there must be ample raw materials, which 
should be rationally distributed and used, and first priority should be given to 
the operation of the factories with high efficiency, high quality and good results. 
It is essential to resolutely readjust the factories where consumption is high 

but quality is poor and close some of them. In addition, it is necessary to open 
up a new way to utilize agricultural raw materials and make full use of the raw 
materials which have not been utilized or are insufficiently utilized. For 
instance, our country is rich in hemp resources and there are broad prospects for 
blended hemp products. 


4. Suit the needs of readjustment, effectively grasp well the conversion of part 
of heavy industrial enterprises to producing other products and expand the produc- 
tion capability of light industry. It is essential to work out unified plans by 
taking the regions as the unit. Some heavy industrial enterprises which it has 
been decided to discontinue or be closed and suspended should first be incorporated 
into the light industrial departments and after being reequipped, they should be 
shifted to other types of production. At the same time, it is necessary to make 
every effort to change part of heavy industrial enterprises which are similar to 
light industrial enterprises in production technology into light industrial enter- 
prises. It is advisable too to transfer part of factory building, equipment and 
personnel of heavy industrial enterprises to substantiate the light industrial 
departments. 








By readjusting the proportionate relations between agriculture and light industry 
on the one hand and heavy industry on the other, under no circumstances do we 

mean that the role of heavy industry can be neglected. With a heavy industry base, 
the further development of agriculture and light industry is out of the question. 
During the readjustment stage, how to revitalize heavy industry and help it maintain 
a fixed growth rate is an important aspect in the revitalization of the national 
economy as a whole. In years to come, the growth rate of industrial production 
will be restricted shortages in the energy industry to a great extent. We must 
try our best to develop the energy industry and correspondignly carry aut the 
construction of transport and communications; however, distant water cannot quench 
present thirst. In the near future, the energy needed by the development of 
industrial production should be solved mainly by relying on using it sparingly. 
According to statistics, the energy consumed in producing the same amount of social 
products in our country is three times the average for developed and developing 
countries. There is abundant potential for economizing on energy. Apart from 
rectifying coal and petroleum enterprises and striving to produce more fuels, we 
i.ust vigorously grasp the transformation of the heavy industrial structure and 
technology, centering on economizing on oil and coal and take strict measures to 
ensure the implementation of the plans for economizing on energy in distribution 
and consumption. At present, the relatively conspicuous problems in heavy industry 
are in the metallurgical and machine-building industr'es. Large quantities of 
manufacturing capability in the machine-building industry has been left idle of 
which the capability that can be shifted to producing consumer durables amounts 

to about 15 to 20 percent. The way to bring the role of the machine-building 
industry into play is to solve the technological transformation of the rational 
economy. It is necessary to produce specialized machinery for light industry and 
provide equipment for the technological transformation of the processing of food 
and animal products as well as the light and textile industries; to provide 
equipment for the development and technological transformation of energy and 
communications departments and provide equipment for the technological transforma- 
tion of heavy industry itself. At the same time, it is necessary to expand exports, 
provide the mechanical and electrical products which suit the international market 
demand and try hard to make achievements in the technological transformation and 
service of economizing on oil, coal and electricity. The key to enlivening the 
metallurgical industry lies in speeding up the improvement of economic effect 

unde. the condition of reduced production tasks. It is necessary to readjust 

the product mix and organizational structure of enterprises in a satisfactory way, 
namely reducing the ratio between steel and iron, raising the steelmaking rate of 
steel products, increasing the ratio of alloy steel .nd improving the designs and 
specifications of marketable goods. If all this can be done, despite a decrease 

in the total voiume of production and reduction in energy supply, a fixed growth 
rate can still be attained. 


Continuously improving the economic effect is the foundation for guaranteeing the 
continued steady growth of the national economy. Speeding up the technological 
transformation of and fully tapping the potentials of existing enterprises are 
important ways of improving economic effect. The further development of produc- 
tion should mainly take the road of expanding reproduction by intension, that is, 
it should depend on the improvement of the economic effect. This is a major 
stragegic decision. At present the country lacks funds, therefore it will be 
impossible to substantially increase the investment in capital construction and to 











build new enterprises. If we do not firmly grasp the technological transformation 
of existing enterprises, it will be difficult to improve the production benefit 
and increase the growth rate, and the whole economy will pcssibly shrink as a 
result. Even if accumulation is considersbly increased in the future, expanding 
reproduction should be based mainly on the development of existing enterprises. 
Therefore, it is imperative to blaze a new trial in tapping pctential, renovating 
and restructuring enterprises. For this reason, we must strive to develop new 
techniques, new technology and new products, centering on the improvement of 
product quality, reduction of consumption, economizing on energy, raising the 
economic benefits, and doing a good job in technological transformation and 
replacement of equipment. We must be particularly resolute in replacing the 
equipment of old enterprises. In this way, not only can the production benefits 
of all trades and professions be improved but the production of the machine-building 
industry can also be promoted. 


In the next few years, because the state-budgeted investment used in capital 
construction cannot be substantially increased, it is necessary to promote produc- 
tion through the revitalization of capital construction. With regard to the sources 
of funds, apart from paying attention to raising funds everywhere and opening up 
more new resources of funds, special attention must be paid to striving for the 
growth of the economy while improving the economic effect, namely a lot of time and 
energy must be devoted to accurately choosing the investment orientation, improving 
the economic effect, effectively making full use of the construction funds, doing 

a good job in planning management and accelerating the time taken for construction. 
In regard to the utilization of funds, it is imperative to put production before 
capital construction and "intension" before "extension" and shift the main part 

and main energy of capital construction to the technological transformation of 
production technology and equipment of existing enterprises. In terms of the 
orientation of investment, it is essential to reduce the production of commodities 
for which supply exceeds demand to make good the production of commodities for 
which supply falls short of demand and vigorously promote the readjustment of the 
industrial structure and product mix. The additional fixed assets and production 

capability must suit the needs of readjusting the industrial structure and be 

based on the full utilization of existing production capability and equipment. 

We must lay stress on stability and prevent being changeable in drawing up lans for 

capital construction. In the future, it is necessary to stipulate 2, 5 or 10-year 
construction targets and make overall arrangements for the funds for capital 

construction. Feasibility studies and scientific deliberation should be made 

before undertakin, any construction project so as to put an end to the wate caused 

by blindly starting new projects. 
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NATIONAL POLICY AND ISSUES 


SUPPLY OF RAW MATERIALS EXAMINED 


HK281300 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 15 Nov 81 
pp 12-14 


[Article by Wan Jing [5502 2533]: "Supply of Raw Materials Must Be Aimed at Serving 
the Coordinated Development of the National Economy"--slantlines denote boldface] 


{Text] During this stage of readjusting the national economy, it is necessary to 
reduce the scale of capital construction and readjust the service orientation and 
product mix of heavy industry on the one hand, and to effect an upswing in the 
production of commodities which are in short supply and give high priority to the 
development of the production of consumer goods on the other hand. As a linking 
bridge between the production of means of production and consumption, the materials 
departments must earnestly implement the readjustment policy, try hard to serve 
the development of agriculture, light and textile industries, energy and communi- 
cations undertakings, serve the tapping potentials, renovating and transforming 
of existing industrial and communications enterprises and serve the weak links of 
heavy industry and national defense construction so as to promote the coordinated 
development of the national economy. Over the past 2 years, quite a number of 
achievements have been made in this regard. 


/First, in the distribution of major materials, top priority has been given to the 
needs of tapping potentials, renovating and transforming agriculture, light and 
textile industries, energy, communications and existing industrial and communi- 
cations enterprises and at the same time, close attention has been paid to the 
overall balance./ In 1980, «a year when there was a decrease in the resources of 
major materials which were pui under state unified distribution, the amounts of 
distribution of the above-mentioned fields still increased to some extent. For 
example, the steel products put under state unified distribution in 1980 was 

8.8 percent less than that of 1979 but the quantity of steel products used for 
processing commodities which was distributed to the industrial and commercial 
departments increased by 8.3 percent; thar to be used in agriculture and rural 
housing construction by 6.6 percent; that to be used in the maintenance of produc- 
tion equipment by 11.7 percent; and that to be used in tapping potentials and 
transforming technology by 8.6 percent. The figures of trucks distributed to 
agriculture and the professional transport service rose 86.3 and 68 percent respec- 
tively. In addition, 10,000 trucks were sold in a planned way to the rural 
communes and their subdivisions of the commodity grain bases, economic cooperated 
areas and key pastoral areas; such a large transference of trucks had never 














occurred before in the history of the PRC. The major materials supplied by the 
State to light and textile industrial departments in 1980 increased considerably 

in number compared with those in 1979. The increased range of caustic soda was 

31 percent; of soda ash, 19 percent; of steel, copper, aluminum and lead products, 
14 to 16 percent, and of timber which was limited and coal, 6 and 1.1 percent 
respectively. The materials distribution in the first half of this year was 
greater in number than that of last year. The steel products used in the productior 
of light industrial products increased by 16.1 percent; sulphuric acid, by 11.2 
percent; soda ash, by 10 percent; copper, aluminum, lead and zinc used in light 
industry and the market, by 7.5 percent; rubber, by 7.2 percent; caustic soda 

used in textile industry, by 5.7 percent and market-use timber, by 1.7 percent. 

The materials for increasing the production of daily-use consumer goods as stipu- 
lated by the national industrial and communications conference were all well 
arranged. In the first half of this year, the commodity supplies for the key areas 
of Beijing, Tianjin and Shanghai surpassed those stipulated in contracts. Top 
priority has been given by the materials departments of various localities to 
supplying raw materials needed by light and textile industries. 


/Second, multifarious supply methods have been adopted to revitalize the circula- 
tion of materials in accordance with the requirement of more channels and few 
links./ While continuing to practice planned distribution and allocation of a 
small number of major materials which are in short supply, it is advisable to 
respectively adopt such flexible measures as material supplies without any restric- 
tions, material supplies only by coupon and material supplies by confirmation 
according to the conditions of resources. Free purchases and sales of common 

means of production should be introduced step by step and things beneficial for 
users should be implemented. For instance, satisfactory results have been achieved 
in introducing the method sf supplying nonterrous metal by coupon. Over the past 

2 years, the accumulative total of issued coupons for seven kinds of metals 
amounted to 289,000 tons of which only 4,100 tons were actually bought by the users, 
thus resulting in making use of 166,000 tons of social reserve in 1980 and saving 
over 600 million yuan of funds. The materials enterprises supplied materials to 
the enterprises which produced fine quality products with low consumption and had 

a vast market, and in particular the enterprises which manufactured brand name 
consumer goods in accordance with the principle of priority, thus promoting 
production. For example, through investigations and study, the Shanghai Fuel 
Company has listed 106 light and textile industrial enterprises to which supply 

of materials would be ensured according to the principle of priority. The "three 
gold cups" printed pure silks produced by the Shanghai No 7 printing and dyeing 
mill which were awarded a gold medal by the state sell well both at home and 
abroad. Output was affected by the shortage of steam supply. After being supplied 
with coal by the Shanghct Fuel Company and with full supply of steam, the enter- 
prise increased production by 18 percent last year and boosted income in foreign 
currency by 16 percent. The materials departments also helped the production 
enterprises market their products through their own channels under the condition 

of ensuring the fulfillment of the tasks of state distribution and allocation. 

The products marketed through their own channels by the engineering enterprises 

in 1980 accounted for 46 percent of the total amount of products sold and the steel 
products marketed through their own channels by the metallurgical enterprises 
accounted for 1l percent of the total sales volume. Along with this, they adopted 
various forms such as expanding material cooperation and exchange, developing of 














material trust services and starting means of production exchanges to revitalize 
the circulation of materials. There are now more than 60 relatively large-scale 
comprehensive means of production exchanges throughout the country. The Shanghai 
means of production exchange has issued business invitations to more than 200 
means of production service companies and 14,000 production units all over the 
country. Trade centers with cities as their bases are gradually taking shape. 


/Third, do a good job in economizing and substituting, in comprehensive utilization 
and in the retrieval and reuse of materials./ Fuels, timber, thin plates and strip 
metal and others which are in short supply are all materials needed in supporting 
agriculture and light and textile industries. Particularly the output of timber 
will be impossible to increase in the near future owing to the restrictions of 
resources and the natural growing cycle. It is necessary to meet needs by relying 
mainly on practicing economy and finding substitutes as well as tapping potentials. 
There are enormous potentials in this respect. For instance, the comprehensive 
utilization rate of timber of the Hangzhou Timber Company was 95 percent and that 
of the whole country was generally about 70 percent. Initial achievements have 
been made in popularizing the experience of Hangzhou and in substituting steel, 
plastics and concrete products for timber on a large scale. The total amount of 
timber saved and substituted in 1980 totaled 6 million cubic meters of which the 
amount of substituted steel, plastics and concrete products for timber was 3.69 
million cubic meters, an increase of 100 percent over 1979. Last year the compre- 
hensive rate of timber of the timber companies of Shanghai, Tianjin and Nanjing 

and other cities reached 9C percent. In order to economize on fuels, over the 

past 2 years, the materials departments of various localities have upheld practicing 
the method of supplying fuels by a certificate with fixed quotas, have spread the 
experience of the Shanghai Fuel Company in which the fixed quotas of consumption 
was fulfilled to every workshop as well as every team and group and cancellation 
system after first verifying consumption rates or both monthly and seasonal bases, 
have launched competitive activities by taking improving service quality and 
economizing on fuels as the core, and have scored noticeable achievements. One 
hundred and eleven fuel companies of various municipalities had taken part in the 
competition by the end of 1980. The local industrial output value of these 
municipalities was 10.5 percent higher than that in 1979 and the average consump- 
tion of coal, gasoline and coke only increased by 0.6 percent, and thus 5.75 
million tons of fuels had been saved. The retrieved volume of scrap iron and steel 
in 1980 was 17.08 million tons and 3.31 million tons of retrieved scrap iron and 
steel was handed over to the state, both setting new records. Great achievements 
have been made in producing small-scale daily-use conaaodities by making use of 
leftover metal bits and pieces in various places:. For instance, Suzhou produced 
small-scale commod‘ties worth 700 million yuan by making use of leftover metal 

bits and pieces in 1980. 


/Fourth, service quaJity has been improved./ Over the past 2 years, the materials 
departments have made new progress in commercial management and improving service 
quality. For example, the materials needed to carry out some production tasks and 
capital construction projects were supplied in a complete set under a contract. 
Some materials departments delivered compound materials to users in a fixed time 
according to the production, maintenance and process of construction of the latter. 
This is conducive to improving work efficiency, reducing the reserve of materials 
and economizinz on funds. This is a way to solve the problem of overstocking of 











materials of production enterprises and capital construction enterprises. New 
successes have also been achieve:l in technical service and circulation processing. 
For instance, in the cities such as Shanghai and Tianjin, the enterprises were 
supplied with processed “mixed coal" and “ready-shaped coal." As a result, the 

heat efficiency of the boilers has been raised and the economizing on energy 
promoted effectively. There are now 25,000 operational networks run by the materials 
departments throughout the country, an increase of 28 percent over 1979. Of this, 
the networks in cities totaled more than 8,800 in number, an increase of 47 percent, 
and those in rural areas amounted to 16,000, a gain of 19 percent. Top priority 

has been given to che supply of glass, bricks and tiles, cement and cement compo- 
nents which are needed by the peasants in building houses, methane-generating 

pits, greenhouses for crops and fishing boats. This was warmly received by the 
peasants. 


Since the 3d plenary session of the llth CCP Central Committee, with regard to the 
supply of raw materials, remarkable achievements have been made in implementing 

the policies and particularly in serving agriculture and light and textile industries 
and prometing the readjustment of the industrial structure. There still exists 
contradictions between the great demands needed by agriculture and light and 

textile industries for the means of production which result from the increased 
demands of the people .or consumer goods and the present heavy industrial product 

mix which are not all rational and the strain in the supply of some materials. 

The introduction of regulation by market mechanism under the guidance of state 
planning is conducive to revitalizing the supply of raw materials but there has 
emerged a situation in which some products were marketed through one's own channels, 
resulting in the disruption of the planned allocation and sales of some materials 
sold at negotiated prices being out of control. For example, the free purchases 

and sales of timber at high prices has given rise to wanton felling and denudation. 
Activities of engaging in speculation and profiteering and evading taxation increased 
in number owing to lack of a definite division of work among the operating units, 

and in the circulation of materials, there existed such phenomena as serious over- 
stocking and waste, slow turnover and poor economic effect. To suit the needs of 
readjusting the national economy, it is necessary to continue to improve the 

supply of raw materials. 


/First, strengthen investigations and study, do a good job in market fisrecasts, 
organize well the supply of materials needed in tapping potentials, renovating and 
transforming agriculture, light and textile industries as well as industrial and 
communications enterprises./ Great changes have taken place in the orientation 
of the needs of materials. On the one hand, the demands of capital construction 
and heavy industry for materials have dropped to some extent, and on the other 
hand, the demands of agriculture and light and textile industries for materials 
have substantially increased. In particular, the implementation of the party's 
rural economic policies has energetically sparked the enthusiasm of the peasants 
for production and increased the income of peasants. Under these circumstances, 
peasants have urgently demanded building new houses and rebuilding the old ones 
and buying medium and small-scale farm implements and furniture; demanded buying 
and reparing farming machines and power equipment, rebuilding bridges, roads and 
d«veloping communications, uses for methane gas and constructing rural cultural 
centers, and so on. The demands for timber, cement, glass, steel products, coal 
and rubber will increase considerably. According to the investigation conducted 
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by the materials departments of Hebei Province, in the rural areas of the province, 
there are at least 1 million households which want to build new houses this year. 
This project alone will need more than 1 million tons of cement, sand and stones, 
several hundred thousand cubic meters of timber, several hundred thousand cases 

of glass and tens of thousands of tons of steel products. Eight hundred million 
peasants and the 100 million of urban population want to continue to improve their 
well-bieng, buy daily necessities and, particularly, the demands for bicycles, 
sewing machines, wristwatches, TV sets, radios and other household electric 
appliances will continue to rise and the demands for the means of production 

which are used to produce these products will also correspondingly increase. 
Therefore, it is imperative to strengthen investigations and study, improve the 
planning of the supply of raw materials and overcome blindness. 


/Second, it is necessary to coordinate with the production departments to foster 
the production of commodities for which supply falls short of demand and help 
solve the supply of materials needed for boosting production./ At present, the 
product mix of China's steel products has not been able to wholly suit the need 

to develop the production of consumer goods. Therefore, it is necessary to readjust 
the product mix in coordination with metallurgical industry. It is reported that 
even when the steel output reaches 30 million tons, the United States, Japan and 
West Germany will still be producing more consumer goods than we will. The output 
of bicycles and sewing machines of West Germany was 1 to 2 times higher than that 
of China, that of wristwatches and paper, 10 times; that of TV sets, plastics and 
chemical fibers, tens of times. Japan produced 87 million tons of steel products 
in 1979 of which thin plates and strip metal needed in producing consumer goods 
accounted for 40 percent. China produced 27 million tons of steel products in 
1980. Despite the increased output of thin plates and strip metal, this output 
accounted for only 10.7 percent in the total output. The light industrial depart- 
ments needed 1.55 million tons of steel products in 1980. This sum was beyond 
their capacity to produce and taey had to import 410,000 tons of steel products. 
To readjust the structure of steel products, while solving the problems such as 
upgrading equipment, it is necessary to make use of pricing, an economic lever, 

in promoting readjustment. The prices which are really in the low side must be 
readjusted in a planned and gradual way through investigations and study. Before 
the prices are formally readjusted and after being approved by the materials 
departments, some varieties of commodities for which supply falls short of demand 
can be sold at their factory prices for the time being so as to promote produc- 
tion. Regarding some overstocked varieties of commodities for which supply out- 
strips demand, a reduction in their prices must be made so as to force a reduction 
in the production of such commodities. In terms of timber, Korean pine and Zhix 
pine are two types of raw materials which are in short supply and are used for 
making paper and producing manmade fibers. The materials departments must help 
forestry departments adopt measures to control Korean pine and white pine logs 
which will be privately used and processed into timber and transfer the wood 

chips which are left after processing Korean pine and white pine logs to meet the 
needs of the production of paper and manmade fibers. It is also necessary to 
enthusiastically coordinate with the production departments concerned to boost the 
production of commodities for which supply falls short of demand, such as soda 

ash and glass. 
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/Yhird, mobilize the national reserve and overstocked materials to serve agriculture 
as well as light and textile industries./ At present the steel products which are 
in reserve and overstocked throughout the country was 3 or 4 million tons, the 
machines and electrical products in sotck are worth around 100 or 200 million yuan, 
of which some can be utilized immediately and some can be utilized after being 
processed. The countryside constitutes a vast market. The materials departments 
can adopt various ways of doing business, including the unrestricted supply of raw 
materials, the repairing, supplementing, reforming and substituting of materials, 
the sales at reduced prices or on credit and payment by ins: allments, so that the 
materials kept in stock can be deployed to serve agriculture and light and textile 
industries. 


/Fourth, continue to make strenuous efforts to unfold the work of practicing economy 
and particular stress must be put on economizing on fuels and timber./ For instance, 
in terms of coal, it is necessary to further push forward the competition movement 
for practicing economy and striving for top quality service launched by the coal 
supply companies of the various localities, continue to grasp well the supply of 
materials by a certificate with fixed quotas, restructure the low efficiency 
boilers and popularize the use of advanced kitchen appliances and the measures for 
economizing on coal, namely the supply of "mixed coal" according to the amount of 
heat required. In terms of timber, it is necessary to further spread the experience 
of the Hangzhou Timber Company in improving the utilization rate of timber and 
concurrently to continue to vigorously extend the substitution of steel products, 
plastics and concrete products for timber. 


/Fifth, continue to strengthen the network construction and further improve service 
guality./ There are now only 25,000 material operational networks throughout the 
country, which are far from meeting the needs. It is imperative, according to 
demand, to establish a complete set of material operational networks which are 
rationally distributed and spread throughout the cities and the countryside 
countrywide and undertake the tasks to directly supply commodities to nearby users 
as the commercial departments have done. It is essential to organize some networks 
under the system of collective ownership, which assume full responsibility for 
their own profits and losses. In rural areas, apart from establishing some 
necessary county-run networks, it is imperative to energetically develop various 
forms of networks such as commune-, county- and joint commune-county-run networks 
and sales through marketing and supply cooperatives or on a commission basis by 
relying on the communes and their subdivisions. It is necessary to further 

improve the quality of service and especially to popularize the method of supplying 
a complete range of materials under a contract so as to ensure that enterprises 
have adequate supplies of materials; to continue to set up means of production 
exchanges; and to launch the activities of delivering goods to the doorstep of a 
customer and make things easy for users. 


/Sixth, strengthen market management./ It is essential to continue to uphold 
practicing the planned distribution of major materials for which supply falls short 
of demand and, at the same time, to pay attention to giving play to the regulatory 
role of the market; to effectively manage the means of production market in 
coordination with the industrial and commercial administrative and managerial 
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departments and in accordance with the relevant stipulations of the State Council; 
to enhance the supervision and inspection over the implementation of the state 
distribution planning; and to ensure the all-round fulfillment of the contracts 
of state orders. Only when the state plans of distribution and allocation are 
fulfilled, can the enterprises market their products through their own channels. 
The means of production which have a bearing on the macroeconomic balance must be 
subject to control while no restrictions must be imposed on the supply of the 
means of production which are conducive to microeconomic activities. It is 
necessary to practically fulfill the principle of managing without rigidity and 
supervising with flexibility. 


CSO: 4006/204 
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[Article by Liu Guoguang [0491 6948 6342] and Shen Liren [3088 4539 0086]: 
"Several Questions on Bringing About a Benignant Cycle in China's Economy"~- 
slantlines denote boldface] 


[Text] Since the 3d plenary session of the 11th CCP Central Committee, our 

country's socialist construction has entered a period of great change. The policy 

of "readjustment, restructuring, reorganization and upgrading" has been put forth 

not only to rectify the serious imbalance in the national economic proportional | 
relations, but also to create a new road of economic development suited to our 
national condition and to gradually attain the strategic goal of socialist moderni- 
zation. During the current sixth 5-year plan period, the whole party and whole 
nation are fighting for a radical improvement of our finances and economy and 
making preparations for a great future development. We must strive to free our 
national economy from the vicious cycle which has existed for many years, so that 
it will get into a benignant cycle as soon as possible. 
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I. The Major Signs Which Distinguish a Benignant Cycle From a Malignant Cycle 


In simple words, the so-called national economic cycle is the process whereby social 
reproduction is in continuous progress and moves in cycles. This process includes 
the four links of production, distribution, exchange and consumption. Production 
is the starting point. The products undergo distribution and exchange, that is, 
undergo circulation, and are finally used for consumption. Consumption is both 

the end-point of a cvcle and the starting point of the next cycle. It calls for 

a new round of production. This cycle exists in a real form and a value forn, 
which together constitute a unity of contradictions. The overall national economic 
cycle also embraces many partial cycles, including intersector cycles and inner- 
sector ones. Various factors of social production (such as labor force, fixed 
capital and so on) also have their own cycles. Partial cycles are subordinate 

to the overall national economic cycle. They also constitute a constraint on the 
latter. These cycles reflect extremely complicated relationships between input, 
output, further input and further output. A cycle is a spiral movement instead 

of a simple repetition. Generally, it amounts to expanded reproduction on the 
basis of simple reproduction. There are laws peculiar to each economic system 
which govern economic cycles. In capitalist economy, there exists a contradiction 
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between the socialization of production and the private ownership of the means of 
production. The aim of production is to create surplus value. The entire process 
of social production is in a state of anarchy. Economic crises occur in cycles. 
This is the basic characteristic of the economic cycle in capitalism. In socialisn, 
the means of production are publicly owned. The aim of production is to satisfy 
the people's continuously increasing needs for consumption. Regulation by planning 
mechanism plays the leading role and it is possible to promote the mutually 
compatible, mutually coordinated development of various links of the national 
economy, so that the smooth development of the economic cycle can be ensured. 
However, to turn possibility into reality depends on various subjective and objec- 
tive conditions, if the guiding ideology is divorced from the real situation, the 
adopted strategic goals are incorrect, the management systems are defective or 
there are mistakes in planning, then malignant cycles of varying degrees of 
seriousness may occur. Therefore, under the socialist system, not only can a 
benignant cycle be achieved, but malignant cycles or even certain categories of 
"economic crises" may also occur. Of course, the malignant cycles and “economic 
crises" that may occur in a socialist economy are essentially different from the 
cyclical economic crises in capitalism. 


Judging from the social reproduction process, a benignant cycle in socialist economy 
implies that the various links of production, distribution, exchange and consump- 
tion can proceed effectively and in coordination. These links promote one another 
and they are not divorced from each other, so that social production continuously 
expands and the people's livelihood is continuously improved. That is, on the 
basis of the achievement of rational proportions and good results, a sustained and 
stable rate of national economic development, which is compatible with the aim of 
socialist production, is achieved. A benignant cycle in the socialist economy 
reflects compliance with the requirements of the basic economic law of socialism, 
the law of the planned development of the national economy and the law of economy 
of time. When a benignant cycle prevails, various links are relatively well 
coordinated. Considering production, the products are marketable, inexpensive and 
of good quality. In distribution, the interests of the three parties--the state, 
the enterprises and collectives, and the individuals--can be coordinated through 
unified planning and can be given due consideration on an equal basis. Accumula- 
tion and consumption are appropriate in proportion. In the area of exchange or 
circulation, channels are numerous, links are few, turnover is quick and balance 
between supply and demand is basicaliy maintained. In consumption, any demand 
which is backed up by purchasing power can be fully satisfied. 


It seems that the major signs which distinguish a benignant cycle from a malignant 
one can be summarized into the following three points. First, in terms of propor- 
tional relations, can we bring about coordination and maintain appropriate propor- 
tions between the two major categories of social production, among various national 
economic sectors and within each individual sector in their development, so that 
the smooth development of expanded reproduction can be ensured? Second, in terms 
of economic effect, can the entire economy function in such a way that better 
economic effect can be achieved with smaller amounts of labor consumed and funds 
employed? Third, in terms of results, can a sustained and steady rate of develop- 
ment be achieved and can the people's material and cultural life be continuously 
improved? 
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Since the founding of the PRC, our country's economic development has been taking 
a tortuous path. There have been benignant cycles and also malignant ones. For 
example, a benignant cycle prevailed during the first 5-year plan period, during 
which relatively good balance in the proportional relations was maintained and the 
economic effect was rather good, so that production grew steadily and the people's 
livelihood improved year after year. During that period, industry, agriculture 
and the national income respectively grew at average annual rates of 18 percent, 
4.5 percent and 9.8 percent. Every year, the standard of living of the urban and 
rural populations rose by 4.3 percent. An example of a malignant cycle is that 

of the "great leap forward" period in which grave disproportion in the national 
economy occurred, the economic effect drastically deteriorated, the rate of 
development soared and plunged abruptly and the people suffered from losses in 
their daily life. Between 1961 and 1965, the malignant cycle gave way to a benig- 
nant cycle. Improvements in proportions and economic effect occurred, the rate 

of development gradually rose again and the people's livelihood also improved. 
During the decade of the "great cultural revolution," malignant cycles recurred, 
the influence of which extended into the first several years after the smashing 

of the "gang of four." 


The common characteristics of the malignant cycles which occurred since 1958 were 
the "two highs" (high targets and high accumulation rates) and the "two lows" 

(low level of achievement of economic effect and low consumption). The occurrence 
of uwalignant cycles entailed the following process. Initially, under the guidance 
of leftist ideology, people disregarded our national condition and our country's 
resources, one-sidedly went after high rates of development and set high targets 
that proved impossible to attain. Then in an attempt to attain the high targets, 
people blindly expanded capital construction, resulting in high accumulation 
rates. Moreover, because the accumulation rate was too high, various categories 
of proportional relations were seriously disrupted and investment could not play 

a useful role. In addition, because of poor management, losses and waste were 
substantial, economic efficiency was low and economic effect was poor. Lastly, the 
high level of accumulation caused consumption funds to be reduced and the low 
efficiency led to a waste of social wealth, so that the level of consumption could 
not be raised. 


There were many reasons for the appearance of malignant cycles, but the fundamental 
cause was the guiding ideology that embodied impatience for success and one-sided 
pursuit of high rates of development. Under the guidance of this ideology, there 
were two categories of perennial erroneous practice--people disregarded propor- 
tional relations, and they disregarded economic effect. The one-sided pursuit of 
high targets led to disproportion and poor economic effect. Consequently, haste 
made waste and a malignant cycle would furthermore be reflected in a high growth 
rate-low growth rate cycle, that is, a cycle involving drastic ups and downs, as 
well as a high input-low output cycle. Very often, the price paid for a per od 

of drastic growth was an even more drastic downturn that would follow. A typical 
example was the "great lead backward" that followed the "great leap forward" during 
the second 5-year plan period. From 1957 to 1958, the rate of growth in national 
income abruptly iacreased from 4.5 percent to 22 percent. However, contrary to 

our desire for rapid growth, the growth rate began to fall drastically from 1959 
on, so that during the second 5-year plan period the national income dropped at 

an average annual rate of 3.1 percent. In general, most malignant cycles began 
with the one-sided pursuit of high growth rates and ended with low growth rates 

due to disproportion and poor effect, or even negative growth rates. 
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II. Currently in Our National Economy, the Malignant Cycle is Giving Way to a 
Benignant One 


Subsequent to the putting forth of the eight-character policy with readjustment 

as the key word at the 3d plenary session of the 1lth CCP Central Committee, our 
CCP Central Committee and State Council again established at the end of last vear 
the policy of further readjustment. The principle of readjustment has been imple- 
mented with marked success, as reflected in the fact that the pk~aomenon of the 
“two highs" and "two lows," characteristic of a malignant cycle, has begun to 
disappear. 


1. "High targets" have begun to be done away with. In formulating plans, we have 
begun to pay attention to seeking truth from facts, working within our capability 
and leaving some margins. This is something which has not been done for many 
years, and which helps create the prerequisite for putting an end to the malignant 
cycle. This year, the industrial growth rate has dropped rather substantially, 
causing much controversy. Some people even became skeptical aoout the readjust- 
ment because of the fall in the growth rate. Actually, in our national economic 
readjustment, a reduction in growth rates is something good instead of something 
bad. We must justly and forcefully affirm this. It is because only a reduction 
of the overly high growth rates can help readjust the proportions and improve 
economic effect. Such a reduction is also the price we must pay for gaining time 
and creating conditions for the achievement of a benignant cycle in the future. 


2. The “high accumulation rate" has begun to fall. The scale of the capital 
construction front and the amount of investment have been reduced. This represents 
a major deviation from the usual practices of the past several years. The accumu- 
lation rate was 36.5 percent in 1978, 34.6 percent in 1979 and 32.6 percent in 
1980. This year it will fall further. Although at present the accumulation rate 
is still too high, it has nevertheless begun to fall. 


3. Th> previously "low level of consumption" has been raised. Measures such as 
the readjustment of wages and the purchasing price of agricultural and sideline 
products have brought about relatively large increases in the income of the urban 
and rural populations. Since 1977, the people's income has increas*d by an average 
annual amount of 30.57 billion yuan, equivalent to 4.4 times the average annual 
increase of 6.88 billion yuan for the previous decade. In 1980, the total income 
was 249.8 billion yuan, resulting in a per capita income of 254 yuan, an increase 
of 52 percent over the 1977 figure of 167 yuan. Although the increase in actual 
purchasing power based on these figures was not fully realized, there was a net 
increase in actual purchasing power after allowing for commodity price changes, 

so that the livelihood of the overwhelming majority of the people in urban and rural 
areas has been improved. 


In addition to the readjustment of the ratio of accumulation to consumption, 

several other major proportional relations of the national economy have also been 
improved. While both industrial and agricultural production have grown, the share 
of agriculture in the total value of industrial and agricultural output has grown 
from 27.8 percent in 1978 to 30 percent in 1980. With agriculture itself, the 
production of industrial crops has increased even more quickly, so that the internal 
composition of agriculture has been gradually changing. As to the relationship 
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between light anc. heavy industries, the share of light industry has increased from 
43.1 percent in 1978 to 47.1 percent in 1980, and further to 50.6 percent during 
the first 9 months of this year, surpassing that of heavy industry. 


4. The situation of “low level of achievement in terms of economic effect" has not 
come to an end. The additional national income generated by an additional 100 
yuan of accumulation funds, which reflects the overall effect achieved in our 
national economy, was 34 yuan in 1978, 29 yuan in 1979 and 23 yuan in 1980. The 
figure wiil even be lower in 1981, falling short of the average figure of 35 yuan 
for the first 5-year plan period by more than 10 yuan. The figures for many 
technical and economic indicators have not returned to the highest levels attained 
in the past. The phenomena of poor product quality, high costs, employment of 
excessive amounts of funds, poor utilization of investment funds and so on, are 
still prevalent. All these constitute the greatest obstacle to the current 
transition to a benignant cycle. 


Overall, of the "two highs" and "two lows" which repeatedly occurred in our national 


economy in the past, the "two highs" and “one of the two lows” have been under- 
going changes to various extents in a desirable way. We can assume that the 
malignant cycle, which was formed over a period of many years, has been checked 

and is giving way to a benignant cycle. Of course, things are just beginning to 
change and we cannot say that we have completely freed ourselves from the predica- 
ment of the malignant cycle, or even say that the requirements of a benignant cycle 


have been satisfied. Our accumulation rate is still too high, our consumption funds 


cannot be completely converted into actual purchasing power and our economic effect 
has not improved. In addition, we are far from being able to rationalize our 
economic structure, the prominent problems being shortages in energy resources and 
inadequate communications facilities are checking our progress. Moreover, despite 
the improvements in agriculture, our agriculture is still very backward and is 
incapable of satisfying the needs of various other sectors. This also amounts to 

a very important constraint. We must value the success already achie.ed, but we 
must not overestimate our capabilities and ignore the existing problems. 


Moreover, during the process of readjustment, some new problems have appeared. 

We must pay special attention to two of them. First, heavy industrial production 
has declined. From January to September this year, it is light industry whose 
total output has increased in value compared with the same period last year, 

while heavy industrial production has declined. The decline has been particularly 
substantial for the machine-building and metallurgical sectors. Second, fiscal 
revenue has not increased. From January to September this year, despite the 
increase in tax revenue, the profits turned over by the enterprises have decreased 
rather substantially, so that the total fiscal revenue has decreased compared with 
the same period last year. Of course, both the output of and revenue from heavy 
industry have decreased. In the case of light industry, because of rises in the 
prices of raw materials, it has yielded a higher output but reduced revenue. 

After huge cuts in fiscal expenditures, there has been a fiscal surplus for the 
January to September period. However, for the entire year, revenue will just be 
able to cover expenditures. 


In view of the decline in both heavy industrial production and fiscal revenue, 
some comrades have queried whether a malignant cycle marked by economic recession 
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has occurred. Some people even maintain that this is the result of the further 
readjustment carried out this year. In fact, how should we view our current 
economic problems? 


First, some phenomena are unavoidable in the course of readjustment and they can 

be anticipated. Readjustmeut involves both advance and stepping backward. To 

step backward is for the sake of bringing about a more satisfactory advance. To 
develop the production of consumer goods, we must divert some energy resources 

and some raw materials which consume relatively large amounts of energy resources 
from heavy industry to light industry, and this will inevitably reduce heavy 
industrial production. In the past, the machine-building industry, which accounts 
for 1/4 of the total value of industrial output, mainly served capital construction 
and heavy industry. Its development surpassed normal needs and its products were 

in excessive supply. During readjustment, some of the enterprises in this industry 
must be closed, must temporarily cease producticn, must be integrated with other 
enterprises or must shift to other types of production. At present, the utiliza- 
tion ratio for lathes is very low. Some of our equipment is very backward and must 
not be used any more. Thus, it is both impossible and inappropriate for us to make 
use of all our equipment. This reflects that the formation of a malignant cycle 

is due to long-term causes. The irrational economic structure caused by a malignant 
cycle can definitely not be changed overnight. Readjustment involves a considerably 
long process and also some losses. We can only try our best to reduce losses but 
cannot completely avoid them. 


Second, the general orientation of readjustment must nct be negated, Moreover, 

we have just started to conscientiously carry out readjustment. We have definitely 
not accomplished readjustment, to say nothing of carrying out readjustment to 
excess. Actually, during the 2 years prior to thi’ year, the readjustment work 

was not carried out, the capital construction front was not reduced, and we did 

not vigorously implement the policy of closing enterprises, suspending production 
at enterprises, integrating enterprises and shifting them to other types of produc- 
tion. It is only since the beginning of this year that we have resolutely adopted 
relevant measures and have achieved success in reducing financial deficits, with- 
drawing currency from circulation and stabilizing commodity prices. If we had not 
done so, it would have been absolutely impossible to basically achieve price 
stability or to anticipate the basic achievement of balance between fiscal revenue 
and expenditures by the end of this year, in view of the huge fiscal deficits in 
the 2 years prior to this year. We must now consolidate and augment our achieve- 
ment and must definitely not leave our work unfinished. Consering the projects 

aft | by our reduction of capital construction, only a small number of projects 


have been abandoned but Che construction of many projects has only been postponed. 
rhe construction of some other projects is still going on under various pretexts, 
or will be resumed when there is the right opportunity. According to the statistics 


for 21 provinces, municipalities and autonomous regions, during the first 5 months 
of this year, 4,588 small enterprises closed down or temporarily ceased production, 
but 3,740 new small enterprises appeared, so that the net decrease was only 848, 
amounting to 0.2 percent of the total number of existing enterprises. On the 

other hand, this year we have adopted the method of slamming the brakes on in 
effecting readjustment, so that there have been certain categories of losses due 

to inadequate consideration and preparation. For example, equipment were already 
available in some enterprises under construction, which would produce products in 














short supply or were undergoing technological transformation. With small amounts 
of turther investment, such enterprises would have become operationa. However, 

we have been forced to abandon them because of the necessity to keep the number 

of enterprises under control. Another example is that the measures taken to improve 
the people's livelihood and expand the consumption funds may have been a bit too 
drastic. There has been a lack of control over lowering the basic quantities of 
agricultural and sideline products purchased, expanding the range of commodities 
subject to pricing through negotiation, and distributing bonuses and allowances 

to workers. (Compered with the same period last year, in January to August this 
year, total wage payments increased by 7.9 percent, bonuses increased by 38 percent, 
while labor productivity decreased by 5.2 percent.) We must continue to solve 
these problems in the course of further readjustment to facilitate the transition 
to a benignant cycle. 


Moreover, in recent years, the supplementary role of regulation by market mechanism 
has been brought into play under the guidance of planning. Enterprises’ decision- 
making power has been expanded on a trial basis. In particular, various forms of 
responsibility systems have been popularized in various sectors, ranging from 
agriculture to industry and commerce. A number of reforms have been carried out 

in the planning, financial, banking and commercial departments or sectors. All 
these changes have been conducive to mobilizing the enthusiasm of e.terprises and 
the masses and to putting an end to the past practices of excessive centraliza- 
tion, overly rigid control and eating out of a big pot. The current protlems 
include the following. First, systems whereby ownership is in the hands of 
departments or local authorities have not been brought to an end, so that it has 
been difficult to reorganize or do other things about enterprises. "Eating out 

of separate pots” has caused the power over financial matters to be integrated 
with the power of administration of enterprises, thus further encouraging duplicate 
construction and aimless production. Second, without a reform of the pricing system, 
prices have become increasingly more irrational, so that after the assignment of 
greater decisionmaking power to enterprises, they have not enjoyed benefits or 
shared burdens on an equal basis. Moreover, they produce large quantities of 
highly profitable products and are unwilling to produce marginally profitable 
products, so that the supply of products in excess supply keeps increasing and it 
is difficult to increace the output of products in sxsort supply. All these problems 
have impeded readjustment and led to poor economic effect. They are major factors 
which affect fiscal revenue and hinder the development of a benignant cycle. 





Has a malignant cycle marked by economic recession appeared? We should note that 
agricultural output may continue to increase on an overall scale this year, on 
the basis of the bumper harvests achieved in the 3 years preceding this year. 
Light industrial output has increased tremendously. Domestic and external trade 
have further developed. Commodity prices have basically remained stable. The 
entire national economy is really in fine shape as seldom seen since the founding 
of the PRC. Viewed from the overall situation, we definitely cannot say that the 
economy is in a recession or that it is heading for another malignant cycle. Of 
course, the problems concerning heavy industrial production and fiscal revenue 
must be solved at this time when the situation is taking a favorable turn. If 
they are not satisfactorily solved, then after they developed to such a grave 
extent, they could hinder the transition of the entire national economy to a 
benignant cycle. Then it will be possible for a malignant cycle culminating 

in a recession to appear. Why is this so? 





20 











First, the whole economy and industrial production must grow at a definite rate. 
Economic growth is subject to an upper limit. Overly high growth targets are those 
going beyond objective possibilities. There is also a lower limit. If it is too 
low * »e compatible with the minimum needs of various sectors, the fiscal revenue 
and expenditures and the people's livelihood will be adversely affected, azd the 
available means of production and labor forces will not be fully employed. 
Presentiy, we must prevent decreases in output due to subjective factors such as 

a lack of enthusiasm, poor management, insufficient planning and so on, and we 

must enable industrial production and the entire economy to étiain as soon as 
possible a definite rate of growth during the readjustment period. 


Secoud, fiscal revenue must also grow at a definite rate. If fiscal revenue 
remain at a relatively low level for a long time, it will be incompatible with 

the ever increasing needs of various sectors and the followinz series of chain 
reaction will occur: An absence of growth in fiscal revenue; aa absence of growth 
in fiscal expenditures; a curb on the growth of production and construction; and 
greater difficulty in achieving growth in fiscal revenue. To achieve equilibrium 
simply by reducing expenditures is necessary at present, but it should not be a 
long-term measure. 


Moreover, the scale of capital construction must also attain a definite magnitude. 
There is an upper limit to the scale of capit.1 construction, the main considera- 
tion being that accumulation must not affect satisfying the needs of che people's 
consumption and current production, and investment must not exceed the magnitude 
warranted by the supply of those means of production (equipment, buildizg materials, 
and so on) produced for investment purposes. There is also a lower limit. If 
the scale of capital construction is below it, the simple reproduction of some 
fixed assets, that is, the renewal and technological transformation of equipment 
of the existing enterprises, will be affected. Then, the growth in the stock of 
productive fixed assets will be incompatible with the growth in the magnitude of 
the labor forces, so that labor employment will be affected. Moreover, the demand 
for those means of production used for satisfying investment needs will be reduced, 
so that the production of such means of production will be reduced. Then, the 
pro uction facilities awd labor forces in the sectors concerned will remain idle 
and products will be overstocked. It is necessary to reduce the scale of capital 
construction and we must not waver in doing this- However, at present, equipment 
and steel products are overstocked and there are construction and installation 
workers who are idle. We must study and sulve the problem of how to employ them 
in a way that is advantageous to production and at the same time will not involve 
ropeatiag the past mistake of making our investment surpass the scale warranted 

1) material resources. 


Lastiv, we must maintain appropriate proportions among agriculture, light industry 
and heavy industry. In the past, we one-sidedly stressed assigning privrity to 
the development of heavy industry, resulting in disproportion among agriculture, 
light industry and heavy industry. To rectify this evil result, we now readjust 


the proportions, increasing agricultural and light industrial output and reducing 
heavy industrial output. Within certain limits, this is reasonable. However, 
reducing heavy industrial output is only a temporary measure and allowing light 
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ar utput to grow faster than heavy industrial output also must not be 
-itetled as @ Long-term policy. From the long-term point of view, to gradually 











increase the proportion of productive facilities in the national economy, we must 
ensure the assignment of priority to the growth of the means of production, 
especially in a technologically backward country such as ours. Otherwise, if the 
trend of a reduction in heavy industrial output or the trend of light industrial 
output growing faster than heavy industrial output continues for many years, a 
“scissors differential" will appear. When this differential has reached a certain 
magnitude, the scale of heavy industry will prevent the growth in the output of 
light industry and agriculture, because the development of light industry and 
agriculture depends on heavy industry for an ever-increasing supply of means of 
production, including energy resources, chemical fertilizers, raw materials for 
light industry, various categories of technical equipment, and so or. 





To sum it up, our national economy is presently in a transition from a malignant 
cycle to a benignant cycle. Although some problems are occuring during the transi- 
tion period, the overall economic situation is good and we must not t' ink that a 
new malignant cycle culminating in a recession will develop. Of course, we must 
conscientiously tackle the existing problems and any new preblems arising by 
adopting correct policies and effective measures. Only thus can we enable our 
national economy to embark on the course of a benignant cycle as soon as possible. 


[[f. How Can the Transition to a Benignant Cycle Be Effected as Quickly as Possible? 


During this sixth 5-year plan period, how can we enable the entire economy to 
accomplish the transition from a malignant cycle to a benignant cycle as quickly 
as possible? In a few words, we must achieve this by implementing on a full scale 
the eight-character policy, the key to which is readjustment. This is a very 
complicated and arduous task. Here we will present our views on several questions. 


/.. Should we stress growth rates or economic effect?/ 


en 


In economic construction, the correct handling of the relationship between growth 
rates and economic effect is an important question of guiding ideology. Generally 
speaking, the two things form a unity. A comprehensively good economic effect 

must be embodied in gorwth rates which are proportionate and steady. For example, 
during the first 5-year plan period, growth rates and economic effect were in 
agreement. However, under certain circumstances, contradictions will exist between 
them. Very often, a very high price must be paid for high growth rates which last 
a short time and which occur only to fail to reflect good economic effect, but they 
also bring great losses to the national economy. For example, during the second 
5-year period, growth rates and economic effect ran contrary to each other in the 
course of the "great leap forward." 


Presently, we are facing the financial difficulties caused by declining heavy 
industrial production, falling growth rates and our failure to improve economic 
effect. In view of this problem, should we stress the raising of growth rates or 
the improvement of economic effect? In the past, our one-sided pursuit of high 
growth rates caused a great deal of losses and gave rise to a malignant cycle. 
Moreover, at present, our failure to raise the “low level of achievement in 
economic effect" is the main obstacle to freeing ourselves from the "two highs" 
and "two lows." ‘Therefore, if we are to free ourselves from the malignant cycle 
and embark on a benignant cycle from now on, we must also proceed from improving 
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economic effect. The most important prerequisite is that we must not be impatient 
for achieving high growth rates, and we must strive to improve economic effect. 


It is not very easy to overcome the bad habit of impatience for achieving high 
growth rates. Everyone wants to achieve higher growth rates in view of our back- 
wardness. Many comrades become very anxious when growth rates fall in the course 
of readjustment. Some comrades stress growth rates out of political consideration. 
They become agitated when they find that the average growth rates since the 3J 
plenary session of the 1lth CCP Central Committee appear to be lower than the 
averages for the decade of the "great cultural revolution." This is understandable. 
However, the growth rates of the two periods are not commensurable. First, the 
growth rates of that decade implied less solid achievement than the current ones. 
This is not only reflected in statistics concerning quality, but is even more 
markedly reflected in the actual effect, that is, what quantities of final products 
are available and whether the people's livelihood can be improved. Obviously, 
during that decade, the people's livelihood was not significantly improved, but now 
the masses feel relatively contented. Second, the current fall in growth rates 

is precisely the evil result of the “excessive growth rates" of the past. Thus, 

we are forcec to carry out readjustment. The fall in growth rates is temporary. 
After an appropriate period of readjustment, we will be able to attain a relatively 
high but normal growth rate. If we clearly explain this to the masses, they will 
be able to sanderstand this and will have greater confidence. Moreover, the 
appropriate magnitude of growth rates should depend on economic feasibility rather 
than politics! necessity. At present, disproportion exists, our economic structure 
is irrational, the shortage of energy resources serously restricts development and 
the economic effect is poor. Therefore, it is impossible to boost the growth rates 
even if we wish to. If we manage to artificially boost the growth rates, they 

will only temporarily remain high and will then fall again. Thus, politically, 

the loss will outweigh the gain. 


Past experience has demonstrated that it is not impossible to boost the growth 
rates for a short period of time. In fact, it is even not difficult to achieve 
this. Just by issuing a call, we can very quickly concentrate the attention of all 
departments ard localities on boosting growth rates. There are numerous methods 


of boosting gr>—.. .wtes and output value. For example, we can increase the growth 
rates by producing larger quantities of high-price, high-value products; by increasing 
the output of many unmarketable commodities and allowing them to be stockpiled; 


by going all out to increase equipment, with disruption of the normal progress 
of production: or even by deception. The high growth rates achieved in this 

evr orary and false. Moreover, the consequences, such as poorer product 
jualfty, cmaller variety of products, increased consumption of productive 
resources, higher costs, equipment falling into disrepair, disproportion in 
excavation and so on, are far from beneficial. Therefore, during the sixth 5-year 
plan period, we should stress economic effect rather than growth rates. This is 


a question involving th wcraentation and goals of our work. 

ve have said that at present, it is inappropriate to stress the raising of growth 
rate ind we should stress the improvement of economic effect. Of course, this 
loes not imply that the lower the growth rates, the better. In every period 
there must be some definite growth rates which are appropriate to the situation 


‘f thet pertod and which are prescribed by the requirements of an overall balance. 











However, to attain some definite growth rates, we must not rely merely on stressing 
the raising of the growth rates themselves. Instead, we must rely on stressing the 
improvement of economic effect. Over many years, we have been used to grasping 
growth rates at the expense of economic effect. However, practice has shown us 
that if we emphasize growth rates alone, we will neglect economic effect; but if 
we stress the economic effect, high growth rates will appear. Therefore, we 

must not, in one way or another, take the rate of growth in output value as the 
directive target on the basis of which we appraise or examine the achievement of 
various departments, localities or enterprises in their work. Such a target can 
be used only in connection with achieving an overall balance, in making forecasts 
in planning, and in providing macroeconomic guidance. Such a target must be 
fulfilled or overfulfilled through various measures and policies aimed at readjusting 
the economic structure and improving economic effect. Therefore, in determining 
the rate of economic development, we must leave sufficient margins. Roughly 
speaking, in formulating a 5-year plan, we should leave a margin corresponding to 

1 year's output, and in formulating a 10-year plan, we should leave a margin 
corresponding to 2 years' output, so that the state will have relatively adequate 
reserves and it will be possible for the plans at various levels to be overfulfilled 
or fulfilled ahead of schedule through hard work. In drawing up the sixth 5-year 
plan, we have left some margins in setting targets for the rates of growth in 
agriculture and national income, so that we will be able to readjust our economic 
structure, improve economic effect, overfulfill the targets through our endeavor, 
and accumulate strength for the development in the seventh 5-year plan period and 
the 1990's. Then, by the end of this century, it will be-possible for us to attain 
the envisaged goal of changing our society into a more or less “comparatively 
well-off society." 
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/2. During the sixth 5-year plan period, how can we improve economic effect, and 
how should we determine the key areas of development?/ 


Economic effect can be divided into macroeconomic effect and microeconomic effect. 
To improve macroeconomic effect, we must mainly rely on readjusting the proportional 
relations and building a rational industrial structure, so that the economic cycle 
will proceed smoothly. To improve microeconomic effect, we must mainly rely on 
reforming the economic management system so as to mobilize people's enthusiasm and 
to raise the production technique and economic management standard of the enter- 
prises. Moreover, it is necessary for improving both macroeconomic effect and 
microeconomic effect to rationalize our organizational structure and reorganize 

the enterprises according to the principles of coordination among specialized units 
and economic rationality. 


In the final analysis, the readjustment of proportional relations and the further 
building of a rational industrial structure depend on both our nation's social 
needs and our country's available resources. Considering social needs, our 
country's characteristics are that the population is large, the standard of living 
is low and the need to improve the people's material and cultural life is of 
enormous magnitude. We must consider not only current needs, but also future or 
further needs, including the needs for expanding reproduction, developing science 
and technology, and so on. Considering available resources, our country's charac- 
teristics are that labor resources are abundant but the quality of our labor forces 
in terms of educational and technical standards is not high. Natural resources 


24 





are abundant, but the average per capita quantities are not large. The available 
capital funds are not adequate. Our foundation is weak. Therefore, considering 
the orientation of our readjustment of industrial structure, we should take the 
satisfaction of the people's needs for food, clothing, daily articles, housing 
accommodation, cultural services and education as the key task. We should devote 
greater effort to the development of products and industries which involve the 
employment of large numbers of workers, which are compatible with our country's 
characteristics in regard to the available resources, which demonstrate economy 

in the use of energy resources and materials and raw materials, and which involve 
substantial increases in value in processing. Currently, we must assign top 
priority to the production of consumer goods, including agricultural production. 
In the coming several years, we must enable the rate of growth of light industry 
to continue to exceed that of heavy industry. We must enable heavy industry to 
change from mainly serving itself to more vigorously serving agriculture and light 
industry and also the technological transformation in various sectors. We must 
strengthen the energy resources industry, the construction industry, communications 
and geological prospecting. We must also develop sectors which serve production 
and daily life such as scientific research, education, cultural services, commerce 
and so on, and build a high-efficiency type industrial structure which is compatible 
with our national conditions. Various industrial sectors must be coordinated and 
must promote one another in regard to the composition of products and the orienta- 
tion of service. In this way, a benignant cycle will appear and the steady growth 
of the entire economy will be promoted. 





To readjust the proportional relations and build a rational industrial structure, 
we must invest some definite amounts of financial and material resources. During 
the sixth 5-year plan period, what should our limited resources be used for and 
what should be the key areas of development? This is a strategic problem concerned 
with the improvement of macroeconomic effect in our national economy. In the past, 
the malignant cycle resulted in numerous weak links and shortage in the supply of 
products of many sectors. Numerous neglected tasks need to be undertaken again. 
In recent years, we have specified at different times different areas of develop- 
ment, including the production of consumer goods, the opening up of energy resources 
and economy in the use of energy resources, communications and transport, the 
renewal of equipment and technological transformation, the opening up of and 
investment in human resources (that is, the development of scientific research and 
education), and so on. Each of these areas is very important in itself. However, 
during the sixth 5-year plan period, the available capital funds and material 
resources are limited. If all the above areas of development are considered to be 
key importance, then inevitably we will scatter our efforts, like sprinkling 
und pepp vey a large surface area, and we will be unable to accomplish any 
task satistactorily. It we try to satisfy every need, we will again embark on the 
beaten track of high accumulation rates and bring about disproportion. Proceeding 
from the improvement of economic effect in the national economy, at present we 





must not have too many key areas of development. We must continue to assign 
priority to the production of those consumer goods urgently needed by the broad 
masses of people. Aside from this, we should first of all take the technological 
transformati n of the existing enterprises and the renewal of their equipment as 


the kev task. 


broad masses of people urgently need many commodities, which consti- 
te a .arge market. They include articles of everyday use, textile goods and 








garments, foodstuffs, construction materials for civil use, the means of production 
for use in agriculture, chemical preducts for daily use, commodities used in 
connection with cultural activities or for health protection, various categories 

of services, and so on. To vigorously develop the production of these commodities 
is not only advantageous to reducing the gap between supply and demand and improving 
the people's livelihood, but is also conducive to the withdrawal of currency from 
circulation, the stabilization of prices and the boosting of fiscal revenue. It 

can also help bring about an increase in employment, the recovery and development 

of heavy industry, the expansion of export and the saving of foreign exchange. 
Because agriculture, in particular diversified occupations and the growing of 
industrial crops, is developing rapidly; because the orientation of service of 

heavy industry has changed; and because the state vigorously supports light industry 
in matters of investment, loans and the distribution of material resources, the 
prospects of light industry are very good. If we plan production according to 
market needs, improve product quality, increase product variety, lower production 
costs, prevent aimless construction and further facilitate the flow of resources 

in the channels of circulation, then we can anticipate the continued maintenance 

of a relatively high growth rate for light industry during the sixth 5-year plan 
period. 


To put stress on the technological transformation of existing enterprises and the 

renewal of their equipment is tantamount to taking the path of expanding reproduc- — 

tion mainly by intension. Compared with the path of investing resources to expand 
reproduction by extension, this path involves the expenditure of smaller amounts 

of money, and it yields greater benefits and quicker results. It is a very impor- 

tant path to the improvement of both macroeconomic effect and microeconomic effect. | 
Currently, putting stress on renewal and technological transformation will bring 
about many advantages. First, although our country's industry has attained a 
certain scale, the equipment of the majority of our enterprises is obsolete and 
backward, has remained in disrepair year after year, and has been operating in a 
very sad state. Even for the fixed assets which were added to the stock of equip- 
ment after 1970, a considerable portion are of poor quality and must be subjected 
to technological transformation. To renew and tranform existing enterprises will 
Save our expenditure by at least 50 percent compared with the building of new 
enterprises or the expansion of existing enterprises, and this will also help 
quickly bring their potentials into play and help gradually raise economic effi- 
ciency on the scale of the entire national economy. Second, not only can certain 
categories of technological transformation, such as the transformation of boilers, 
the use of residue heat and the centralized supply of heat energy, directly help 
economize the use of energy resources, but those categories of renewal and techno- 
logical transformation aimed at enhancing economy in the use of materials and raw 
materials or aimed at raising labor productivity can also indirectly help economize 
the use of energy resources. All these will greatly help relieve the pressure on 
the supply of energy resources, so that during the sixth 5-year plan period, we 
will be able to solve the current problem of energy resources by mainly economizing 
on the use of such resources. Then we will be able to increase both output and 
revenue through this economization. Third, the output of all heavy industry, 
including the machine-building sector, will decline because of the reduction in 
the investment into that category of capital construction which embodies expansion 
of the capital stock by extension. However, there will be a great market demand 
for the products of heavy industry and the machine-building industry due to the 
fulfillment of those compensatory tasks of expanded reproduction and simple 
reproduction which amount to reproduction by extension. Then, the idle equipment 
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and human resources can be employed again. Fourth, with the renewal and transfor- 
mation of existing enterprises, heavy industrial production will recover and 
economic efficiency in various national economic sectors will become higher. This 
will promote relatively substantial increases in fiscal revenue. 


According to the above arguments, during the sixth 5-year plan period, it is of 
primary importance to effect the technological transformation of existing enter- 
prises and the renewal of their equipment. It appears that to transform and renew 
existing enterprises during the coming 5 or 10 years will constitute the most 
important link in guiding our national economy into a benignant cycle. Whether we 
consider the economic effect in the relatively short run or in the long run, it is 
extremely important to vigorously grasp the renewal and transformation of existing 
enterprises. In the short run, this will rather quickly bring about obvious results 
and will contribute to increasing fiscal revenue and relieving the strain on our 
fiscal funds during the sixth 5-year plan period. In the long run, the renewed 

and transformed enterprises will yield benefits over a relatively long period, 
supplying larger quantities of high quality and marketable products and yielding 
larger profits, so that actually real strength will be accumulated to facilitate 
greater development in the seventh 5-year plan period and in the 1990's. Therefore, 
it is incorrect to interpret "looking forward" merely as making investments for 
reinforcing key projects in such fields as energy resources, communications and so 
on. Of course, energy resources and communications are two important links which 
impose a constraint on the development of all of industry and the national economy. 
We must spend money on certain key projects in these and some other fields which 
affect the long-term economic development. These projects involve long investment 
cycles and yield benefits slowly. However, they are necessary for ensuring the 
economic development during and after the seventh 5-year plan period. Therefore, 

it is really necessary to make preparations for the future by utilizing as far 

as possible long-term and low interest foreign capital funds. If inadequate 
attention is paid to this aspect, the economic effect and growth rates in the seventh 
5-year plan period and subsequent years will be affected. However, if domestic 
investment in these fields is excessive in magnitude and proportion, so that the 
renewal and transformation of the existing enterprises is affected, then the result 
will not be necessarily favorable to the short-term or long-term economic effect. 
The effect on the short-term and long-term rates of development will also be contrary 
to our desire. Therefore, it is quite necessary to understand that in effecting 

a transition to a benignant cycle, the renewal and transformation of existing 
enterprises represent the most important link and also the most important key 

area of development and key target of investment. 


w iave some 400,000 state enterprises in the industrial and communications 
sectors. The original value of the fixed assets of these enterprises was over 
400 billion yuan. Even if we exclude those relatively new enterprises which have 
gone into operation in the past few years and those enterprises which are in command 
of relatively advanced technology after undergoing tranformation, there is still 
a great number of enterprises which need to be renewed and transformed. However, 
the financial and material resources which can be used for such renewal and trans- 
formation are limited, Therefore, in carrying out technological transformation, 
we must specify some key tasks and some order of priority, proceed step by step, 
nd tention to economic effect. Currently, we must take the economization 
* energy resources as the key task. In carrying out technological 
ransf ition, considering the question of equipment, we should first transform 
those categories of equipment which consume a great deal of resources, which produce 
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poor quality products or which have low production capacity. Categorically speaking, 
we should first carry it out in old industrial bases. Occupationally speaking, 

we should first transform the machine-building industry, light industry, the 

textiles industry and so on. Technological transformation naturally implies 
substituting advanced technology for backward technology, but this does not imply 
that we must stress the use of the most modern technology. The criterion to be 
observed is that we should adopt technology that is suited to our national condition. 
It is incorrect to disregard our national condition and our country's available 
resources, to think that we must solely depend on imported equipment or must 

reequip all industries with the most modern technology, or to abandon the existing 
equipment currently being in use or kept in stock. The renewal and transformation 
of existing enterprises must be considered in connection with the import of foreign 
technology and also the manufacture of equipment and the conducting of research 

in our country; as well as an inspection to decide the possible utilization of 
equipment kept in stock in consideration with industrial reorganization and the 
integration of enterprises. On the basis of uniting and reorganizing various trades, 
we must formulate policies and plans for the technological transformation of 

various trades and also specify the orientation and steps of transformation. This 
will be conducive to the carrying out of the renewal and transformation of existing 
enterprises in a planned way and to improving the economic effect in renewal and 
transformation. 





/3. Adhering to the maintenance of balance in finance and credits is an important 
condition for achieving a benignant cycle./ 


Expenditures are being put into renewing and transforming existing enterprises, 

in vigorously developing the production of consumer goods and in building a number 
of key and essential projects for developing energy resources and communications. 
These and other expenditures demand huge sums of funds. Where do these funds 

come from? Currently, this is a problem, given that fiscal revenue is inadequate. 
According to the principle of economic cycles, the movement of funds is a cycle in 
the form of value that forms part of the entire national economic cycle. It is 
closely integrated with the cycle in the form of use value, that is, the movement 
of material resources. It is the monetary representation of the movement of 
material resources. These two cycles restrict and also promote each other. The 
state's fiscal revenue and expenditures constitute an important channel in the 
mobilization and allocation of funds, but this channel is not the only one. 
Therefore, while we pay attention to fiscal revenue and expenditures, we must also 
broaden our field of vision, study the movement of funds in the entire society, 

do a good job of achieving overall financial balance, that is, macroeconomic 
financial balance, and mobilize the funds in various sectors to contribute to 

the achievement of a benignant cycle. 


eee 


Currently, a new problem concerning the movement of funds is that with the reforming 
of our systems and the assignment of financial power to lower levels, the channe's 
of distribution of capital funds have undergone changes. The share of fiscal 

funds in the redistribution of national income has fallen. The budgetary funds 

in the hands of the state or the central authorities have decreased relatively, 
while the extra budgetary capital funds in society in the hands of local authorities 
or enterprises have increased relatively. To solve the financial difficulties of 
the central authorities, can we take the road back and take back the financial 
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power assigned to the lower levels as well as centralize the extrabudgetary funds 
in the hands of the central authorities? We must not do so. According to past 
experience, if this year we centralize the funds from enterprises ~~d various 
departments in the hands of the central authorities, then next ye , the funds may 
be all used up. We should consider the increase in the number of channels of 
allocation of capital funds and the increase in extrabudgetary capital funds as a 
positive factor. Such increases help put an end to the past bad practice of over- 
concentration. They are conducive to mobilizing the enthusiasm o* the authorities 
and units at various levels in boosting revenue and reducing expenditures. They 
are also conducive to the generation of funds, which is the prerequisite for the 
accumulation and use of funds. Of course, there is a limit to the assignment of 
financial power to lower levels. It is undesirable that larger amounts of funds 
are available at the lower levels but the state and central authorities suffer 

from financial deficits all the time. In the past, our financial system was marked 
by a high degree of concentration. The collection of revenue and spending of 

money were centralized. Now it is rational to substitute “centralized collection" 
by decentralized collection. The question is that although there are some changes 
in the system of “centralized collection," these changes are not great enough. 

The central authorities still shoulder numerous financial burdens and they are 
responsible for certain payments which benefit local authorities, departments or 
enterprises. The practice of “eating out of a big pot" still continues, causing 
the central authorities to suffer from a deficit in fiscal revenue and expenditures. 
This is incorrect. The central financial authorities have been responsible for 
various subsidies. In 1980, three categories of subsidies alone amounted to over 
20 percent of the state's fiscal revenue. These subsidies were the price subsidies 
on consumer goods such as grain, cotton, edible oil, nonstaple food, coal and so on; 
subsidies for raising the prices of agricultural and sideline products, the purchase 
of which surpassed target figures, and for effecting “purchasing at negotiated 
prices and selling at uniform prices;" and price subsidies for those means of 
production for use in agriculture and for industrial products that support agri- 
culture. According to information from a survey conducted by the Beijing Municipal 
Statistical Bureau on 10 enterprises which pay taxes to the state instead of turning 
over taxes, the enterprises turn over small proportions and retain large propor- 
tions of their additional income. They cannot spend all their retained income, 

but the departmental authorities at the higher levels in charge of the enterprises 
still continue to allocate, through various channels and in various names, large 
sume of capital coustruction funds and other investment funds. This situation 

must not continue. With the assignment of the power to collect revenue to lower 
levels, the eek ole sirotg of making payments should also be assigned to the lower 


ities at the lower levels must assume sole responsibility for 
, sana e id.ture .tems. For example, price subsidies on essential 
nsumer goods aad Laose means of production used in agriculture must all be 


included in local budgets. We must put an end to the system whereby accounts of 
leficits in foreign trade are submitted to the central authorities for reimburse- 


mont, and adeot the method whereby the units that carry out the business must 

perform accounting work and must assume sole responsibility for profits and 

lo ssee » on. Moreover, we must readjust various proportions according to 
suuc ts cllecated to various uses, so that indispensable expenditures 


wilk.or ties can be guaranteed. Thus, the central authorities can 
a2 ic difficulties together. This will be favorable to 
La ine ia finance. 








With the relative decrease of fiscal funds and the increase in social funds, we 
have gradually come to understand the viewpoint that in carrying out economic 
construction, we must not rely on the state's financial expenditures and revenue 
alone. In particular, we must not proceed on from the fiscal funds of the central 
authorities. We must pay attention to the full utilization of the social funds, 
that is, money in the hands of local authorities, enterprises and individuals. 

The banks’ role in raising funds must be brought into play. At present, there 

are great potentials in social funds. This is a new situation which has appeared 
during the period of readjustment and reform. According to estimates, the ratio 

of extrabudgetary funds to budgetary funds was only 7 percent during the first 
5-year plan period, was around 20 percent during the second and third 5-year plan 
periods, and rose to nearly 50 percent over the past 2 years. At the end of last 
year, the enterprises’ deposits with banks amounted to 57.3 billion yuan, the 
savings deposits of the urban population amounted to 28.29 billion yuan, and the 
deposits of the rural population amounted to 23.98 billion yuan. Moreover, the 
cash in the hands of the urban and rural residents amounted to some 20 to 30 billion 
yuan. These figures were very large. However, can all such money be used to make 
new investments? We should note that these funds, whether kept in the banks in 

the form of savings deposits or remaining in people's hands in the form of cash, 
have become banks’ liabilities and also a source of funds that can be used as 
loans. They can also be used in other ways, such as financial overdrafts, advances 
and so on. If they were again used for making new investments, then the situation 
would be like "a woman being married to two men simultaneously" and the expansion 
of credits would happen. It appears that that part of the social funds which can 
really be used to effect new investments mainly consists of the yearly addition 

to the deposits and the addition to the currency in circulation (including the cash 
in the residents’ hands). Of course, the use of these funds must be warranted 

by a corresponding supply of material resources. Moreover, the additional credit 
funds must also be used to satisfy the need for a normal growth in circulating 
funds. They cannot be completely used for investment in fixed assets for the purpose 
of renewal and transformation, developing energy resources and communications, and 
so on. Therefore, on one hand, we must adequately assess the potentials of social 
funds, and on the other hand, we must know their limitations. Otherwise, we may 
bring about an expansion of credits. 





An important question concerning the use of various categories of funds to enliven 
the economy so as to promote the development of a benignant cycle is whether we 
must adhere to the maintenance of balance between payments and receipts or revenue 
in the areas of finance and credits. Can we use the methods of fiscal deficits 
and credit expansion to facilitate economic construction? Should a mild inflation 
be allowed? Some comrades think that financially we must not adhere to the 
principle of “achieving a balance between revenue and expenditures and aiming at 

a small surplus,” and that we may adopt the policy of “basically achieving a 
balance between revenue and expenditures with a small deficit." They advocate 
stimulating economic development by means of a "slow" inflation. We believe that 
Comrade Chen Yun's idea of “achieving a balance between fiscal revenue and expendi- 
tures with a small surplus" and “not to incur deficits in construction" is still 
the only correct way to promote the development of a benignant cycle in the 
socialist economy. It is impracticable in principle for a socialist country to 
persistently rely on deficits in handling public finance. The Western countries 
resort to deficit financing and inflation according to the Keynesian theory, 
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because the general characteristic of the contradiction in the capitalist economy 
is that social production is excessive and the aggregate demand is inadequate. 
Social demand must be expanded by means of deficits, which can stimulate production 
on a temporary basis, but actually there is no way out, so that no cure can be 
found for the current problem of "stagflation." The overall current situation in 
our country is that social demand exceeds social output. (This year, there is a 
partial and temporary reduction in the demand for some means of production due to 
readjustment.) Our situation differs from that of the capitalist countries and we 
must not copy their methods. We are talking in terms of policies and principles 
when we say that a socialist country should not resort to deficit financing in 
undertaking constructior.. We do not mean that deficits must not occur under all 
circumstances. For example, it is impossible to eliminate our current financial 
deficits overnight. We should note that financial deficits, credit expansion, 

the issuance of currency and inflation are closely related. Large and sustained 
financial deficits are often accompanied by credit expansion, and will lead to an 
increased issuance of currency and price rises. However, we must not treat the four 
things as identical and erroneously think that a financial deficit must be accompanied 
by inflation of the same magnitude. During the 2 years prior to this year, there 
were large financial deficits in our country, the figures for 1979 and 1980 being 
respectively 17.0 billion yuan and 12.1 billion yuan. The banks reallocated funds 
by using the additional loan funds arising from savings deposits to offset part 

of the fiscal borrowing. Finally, the additional amounts of currency issued were 
5.6 billion yuan in 1979 and 7.85 billion yuan in 1980, which were much smaller 
than the fiscal deficits, so that inflation was partially alleviated. On the other 
hand, this year's fiscal deficit will be greatly reduced and we may be able to 
basically achieve a balance. However, certain tasks which were originally undertaken 
by the financial authorities, such ar the increased allocating of circulating funds, 
the increased allocation of loan fun and the supply of medium-term and short-term 
loans for the purchase of equipment, are now undertaken by the banks instead. 
Because of this and other reasons, the increase in the issue of currency this year 
may still be quite considerable in view of the necessity to make up for the gap 
between receipts and payments in the handling of credits. The situation this year 
is precisely contrary to the situation in the previous 2 years. Whereas during 
those 2 years, the increased issue of currency was mainly due to fiscal deficits, 
this year the direct cause of the ‘ncreased issue of currency is the imbalance 
between receipts and payments in the handling of credits. Therefore, we must not 
consider fiscal revenue and expenditure: alone. We must consider them in combina- 
tion with receipts and payments in the area of credits, so that we can study their 
ultimate effect on the increased issue of currency. We must not sit back and relax 
just because this year's fiscal deficit is reduced. We must pay great attention 

to the possible dangers of credit expansion and inflation. 


Of course, an increased issue of currency is not tantamount to credit expansion 

or inflation, because every year the development of production and circulation 
results in a correspondingly increased need for money. In particular, in recent 
years, various responsibility systems have been instituted in the countryside, 
agricultural sideline occupations and country fair trades have greatly developed, 
the percentage of agricultural products sold as commodities has increased, and the 
wages and bonuses received by the urban residents have also increased. Because 

of these and other factors, the channels of circulation of money have increased 
and the quantity of money in circulation has grown larger. The huge increase in 


31 








the quantity of money needed has exceeded the rate of developnent of production. 
Therefore, we must now reexamine the rule, based on past experience, that a ratio 
of 1:8 must be maintained between the quantity of money in circulation and the 
total retail value of social commodities. However, whatever changes may occur in 
the specific value of the ratio, an objective limit does exist. In the final 
analysis, this limit is that which prevents a rise in the general price level. 

Last year, although the ratio of the quantity of money in circulation to the value 
of commodities in circuJation was 1:6.2, the general retail price index rose by 

6 percent, while the pr-ces of consumer gvods rose by 7.1 percent. If various forms 
of disguised price rises were also taken into account, the rise in the price 

level would have been much higher still. Therefore, it was quite necessary at 

this time to issue a warning about the critical approach of inflation and to adopt 
contingent measures of further readjustment. In the new situation, there is also 

a limit to the extent to which the increase in the quantity of money needed can 
surpass the growth in social production anu  ° ulation of commodities. The trend 
of an excess of the quantity of money needed over the value of commodities produced 
and circulated also cannot continue indefinitely. We must satisfactorily solve 

and handle these problems. Only thus can we prevent any possible inflation from 
emerging, so that the situation will be favorable to the transition of the national 
economy to a benignant cycle. 


Several main problems about the ways of bringing about a benignant cycle in the 
national economy have been discussed above. There are also some other very impor- 
tant problems, such as the reform of our economic systems, the reform of our pricing 
system, the rectification and reorganization of the enterprises, the problem of 
agriculture, the exploitation of the world market and foreign capital, and so on. 
These problems must be discussed elsewhere. When these problems have gradually 

been solved and the eight-character policy is implemented on a full scale, a 
benignant cycle in the national economy will have basically appeared. (Written 

in October 1981) 


CSO: 4006/205 
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ECONOMIC PLANNING 


FORUM HELD ON PRODUCTION AFTER DISASTERS 
OW261331 Beijing XINHUA Domestic Service in Chinese 0030 GMT 22 Dec 81 


[Excerpts] Beijing, 22 Dec (XINHUA)--The Ministry of Civil Affairs recently held 

a forum in Beijing on stepping up production after natural disasters. The meeting 
attended by directors of civil affairs bureaus and departments of 14 provinces 

and autonomous regions was hel¢c to study and draw up plans for stepping up produc- 
tion after natural disasters during this winter and next spring. 


The meeting held: Natural disasters, including floods and droughts, suffered by 
some areas of our country this year were extremely serious, with floods causing the 
greatest harm. We have done a good job in fighting against disasters and in 
helping the people tide over the disasters. The state has appropriated more than 
500 million yuan as relief funds for the people in the disaster areas and provided 
large amounts of supplies for antidisaster and relief work. The PLA has dispatched 
over 260,000 commanders and fighters to engage in antidisaster and relief work. 

The people of all localities throughout the country, particularly those living in 
the areas near the disaster areas, have displayed the spirit of supporting the 
disaster-stricken people by donating a large amount of grain and clothing to the 
people in the disaster areas. The party organizations and governments at all 
levels in the disaster areas have spared no efforts in leading the masses to carry 
out antidisaster and relief work and succeeded in reducing the losses caused by 
disasters to the largest extent. The situation in the disaster areas is very fine 
at present, with the people's minds at rest, the social order stable and the 
economy enlivened. 


The meeting called for carrying on the work centered on stepping up production 
after natural disasters in those areas affected by disasters during this winter 

and next spring, for strengthening leadership over the work and for carrying out 
political and ideological work to every link. It is necessary to extensively 
propagate the achievements made in antidisaster and relief work as well as advanced 
deeds of antidisaster heroes and model workers; educate cadres and the masses to 
learn from the advanced; foster confidence in overcoming difficulties; and carry 
through to the end the work of stepping up production after natural disasters. 


The meeting calls on the people in all disaster areas to revive and develop 
production at a faster speed and strive for a good harvest in agriculture next 
year so as to make greater contributions to the four modernizations. 


CSO: 4006/2046 
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POCONOMIC PLANNING 


HENAN LEADER ON ECONOMIC WORK, GOOD GOVERNMENT 
HK270642 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 26 Dec 81 


[Summary] In his report to the fourth session of the Fifth Henan Provincial 
People’s Congress, Acting Governor Dai Suli pointed out: We must do well in 
implementing the 10 principles for economic construction contained in Premier Zhao 
Ziyang'’s work report, and embark on a new road in economic development. "We must 
seriously analyze the province's conditions and characteristics, base our efforts 
on reality, and get a good grasp of drafting the sixth 5-year plan and long-term 
plans. 





"The province's economic development should focus on agriculture, the light and 
textile industries, and the collective economy. The emphasis in agricultural 
development must be on vigorous development of diversification. We must broaden 
our vision, and establish the viwpoint of great agriculture and great grain. 
While ensuring sustained growth in grain output, we must take full advantage of 
the province's natural resources to make the rural areas rich as quickly as 
possible. 


“While emphasizing the development of the light and textile industries, we must 
also attach importance to the development of her-v industry. In particular, we 
must take full advantage of the province's supe. -.: features in coal, oil, building 
materials, and aluminum. We must vigorously develop urban collective enterprises 
and rural commune and brigade enterprises, and ensure that the collective economy 
catches up with advanced provinces and aunicipalities as quickly as possible. 


eee eee —_ oe ae 


"In short, so long as we lay a good toundation during the sixth 5-yeer plan and 
eliminate various maladies in our economy, apart from being able to ensure a 
certain development speed during the period of the sixth 5-year plan, we can ensure 
that the development s ced in the seventh 5-year plan will be higher than in the 
sixth and that it wil. be still higher in the decade after that.” 


Comrade Dai Suli suid in the final part of his report: In order to do our work 
well and fulfill our obligations to the 70 million people of Henan, we must further 
promote the building of the government organs and ensure that the work style and 
efficiency of every government functionary meets the needs of the four moderniza- 
tions. It is therefore necessary to carry out the following tasks: "1) Promote 
the study style and strive to improve the cadres’ standards of political theory, 
culture, science, and professional management; 2) Institute better troops and simpler 
administration and do a good job in reforming the organs; 3) Improve work style and 
efficiency; 4) Establish the viewpoint of the overall situation and strengthen 
centralized and unifiod leadership; 5) Uphold the mass line, and spontaneously 
accept supervision by the people.” 


CSO: 4006/204 
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ECONOMIC PLANNING 


HUNAN GOVERNOR'S WORK REPORT TO PEOPLE'S CONGRESS 
Economic Achievements 
HK260325 Changsha Hunan Provincial Service in Mandarin 1100 GiT 25 Dec 81 


[Summary] Governor Sun Guozhi said in his work report to the fourth session of 

the Fifth Hunan Provincial People's Congress on 24 December: The province reaped 
an all-round bumper harvest this year despite natural disasters. "Total value of 
agricultural output rose by 4 percent over 1980, while grain production rose by 

l percent. This was the second best year since the founding of the state. In 
industrial production, a certain growth rate has been maintained despite energy 
shortages and lack of sufficient work in some enterprises. It is estimated that 
total output value will reach 17.5 billion yuan, and thet the demand for a 4 percent 
growth can be attained. Capital construction investment iias been more rational, 

and construction has speeded up.” 


It is estimated that total financial revenue will be 3.1 billion yuan, a rise of 
3.8 percent over 1980. Total expenditure is 2.2 billion yuan, a dicline of 7.2 
percent. The local budget is balances, after fulfilling the tasks of purchasing 
national bonds and loaning money to the central government. The urban and rural 
markets are lively. Commodity retail sales have risen 8.3 percent by value. 
Total value of commodity stocks at yearend has risen by 6.3 percent. 


Governor Sun Guozhi said: “This year the proportion of consumption funds in the 
national revenue has risen from 64.4 percent in 1978 to abowt 75 percent. During 
the 3 years 1979-81, the rrovince's investment spent on the pevple's life, public 
facilities, and culture, education and public health accounted for 31.8 percent 
of total capital construction investment. This had never happened before.” 


Sun Guozhi said: Average income of the province's agricultural population has 
increased by 76 yuan this year compared with 1978. It is estimated that average 
annual incomes of workers in enterprises owned by the who.e people will be 758 yuan 
this year, an increase of 169 yuan compared with 1978. 


During the past 3 years, the province has found jobs for 716,006 people awaiting 
employment in the urban areas. During the same period, 1.,380,000 cubic meters 
of workers’ housing has been completed in the urban areas and factory and mining 


areas. 








Sun Guozhi said: "We must make it clear that future improvements in the people's 
living standards must be based on increasing production. In future, we cannot 
advance too fast in improving living standards. However, this certainly does 

not mean that there is no need to pay attention to improving the people's living 
Standards. We cannot neglect the question of the people's living standards at 
any time. We must strive to do everything we can." 


Agriculture, Industry 
HK270606 Changsha Hunan Provincial Service in Mandarin 1100 GMT 26 Dec 81 


[Summary] In his government work report to the fourth session of the Fifth Hunan 
Provincial People's Congress, Governor Sun Guozhi said: "In developing agriculture 
while ensuring steady growth of grain production, we must vigorously promote 
diversification and mobilize the peasants to advance toward the breadth and depth 
of production.” He said: All prefectures, municipalities, counties, communes and 
brigades must base their efforts on local conditions and get a good grasp of 
industrial crops and other diversification items "We must work hard to run the 
state agriculture and forestry farms well and turn them into demonstration bases 
for diversification and comprehensive development. We must strive to consolidate 
and develop the commune and brigade enterprises and constantly strengthen the 
collective economy. The specialized teams, groups and households now forming in 
the rural areas represent a good way of speeding up diversification. We must 
vigorously promote this way." 


Sun Guozhi also called on the province to do weli in promoting forestry and various 
crops in the mountain areas. The work of agricultural capital construction must 
also be tackled well. 


Governor Sun Guozhi pointed out: "In industrial readjustment next year, we must 
continue to put the development of consumer goods production in an important 
position. Beginning next year, we must concentrate some finance and material, 
break through the barriers between areas and trades, organize joint undertakings, 
combine rural superiority in resources with urban superiority in technology and 
speed up the production of food, drink, textiles, clothing, building materials for 
civil use and so on.” 


He said: "Putting the emphasis on developing consumer goods production poses 

new demands on heavy industry. The heavy industry departments must readjust their 
service orientation around this fundamental shift in the national economy, and 
pursue their own development in this way." 


CSO: 4006/204 
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ECONOMIC PLANNING 


BRIEFS 


SHANDONG ENTERPRISE CONSOLIDATION MEETING--The Shandong provincial experience- 
exchange meeting on consolidating enterprises and implementing the economic 
responsibility system, which ended on 8 December, emphasized that enterprises 
throughout the province should carry out a campaign on consolidating enterprises 
and contributing more to the state during next year. Enterprises with an annual 
output over 10 million yuan should take the lead in this campaign. Enterprises 
running at a loss because of mismanagement should, in principle, be eliminated. 
Enterprise readjustment should be completed in stages within 2 or 3 years. 
{[SK101138 Jinan Shandong Provincial Service in Mandarin 2300 GMT 8 Dec 81] 


LIAONING DEMOCRATIC MANAGEMENT MEETING--An experience-exchange meeting on democratic 
management of enterprises was held in Shenyang 19-22 December. Shen Yue, secretary 
of the Provincial CCP Committee, addressed the meeting. Attending the meeting 
[were] over 140 persons, including responsible persons of various municipal and 
prefectural trade unions, organizational departments and industrial and communica- 
tions enterprises as well as party secretaries and plant leaders of industrial and 
mining enterprises. Shen Yue called for strengthening democratic management 

among enterprises, improving the system of workers congresses and electing plant 
leaders and managers in a democratic way. [SK230816 Shenyang Liaoning Provincial 
Service in Mandarin 1100 GMT 22 Dec 81] 
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ECONOMIC MANAGEMENT 


METHODS FOR CLEANING OUT WAREHOSUES, KEEPING THEM CLEAN DISCUSSED 
Beijing QIYE GUANLI [ENTERPRISE MANAGEMENT] in Chinese No 5, 19 Sep 81 pp 36-38 


[Article by Geng Xiyou [5105 6932 0645]: "Guard Against New Accumulations 
of Inventory and Actively Dispose of Warehouse Stock" ] 


[Text] Since the Third Plenary Session of the 11th Party Central Committee, all 
enterprises, all departments, and all areas have made definite achievements in 
carrying out programs of readjustment, in advancing the linking of output, supply, 
and marketing, in keeping track of output and checking on expenses, in inventorying 
warehouses, and in accelerating circulation of capital, substantially turning 
around the continuous tremendous rise in warehouse storage of several years pre- 
viously and putting to use some of the excess accumulation of inventory on hand. 
However, no fundamental solution has been found to the problem of the present 
excessively large amount of materials in storage, their slow turnover, and the 
excessive tieing up of funds. During the first half of this year, there has 

again been a tendency toward continuous climb, and this very much merits attention. 


1. Excessive Quantity of Goods in Storage and Serious Accumulation of Inventories 


According to year end statistics for 1979, throughout the country 21 categories 

of major materials including steel manufactures and non-ferrous metals, electro- 
mechanical products, and goods for internal and foreign trade on hand in ware- 
houses had a total value of 220 billion yuan, a 44 percent increase over 1976 

and greatly in excess the 36 percent speed of increase in total industrial and 
agricultural output value for the same period. If social production is to con- 
tinue, it is necessary to maintain a certain quantity of goods in warehouses stor- 
age. However, the problem now is that the quantity in storage is more than the 
normal reserves of somewhat more than 41 billion yuan, which is one-fifth the 
total figure for current warehouse storage. 


As of the end of this June, steel manufactures in storage amounted to 21.07 mil- 
lion tons, the equivalent of the quantity of steel manufactures consumed in 11 
months time. Turnover tims for steel in storage in China is not only much longer 
than in economically advanced countries, but longer by 3 months than during the 
relatively normal 7 and 1/2 month turnover period of 1955 and 1977. There are 
about 5 or 6 million tons of accumulated steel manufactures inventories in excess 
of reserves. 
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As of the end of 1980, electromechanical products in storage throughout the 
country amounted to 61.1 billion yuan in value, and turnover time was 18 months. 
According to statistics for more than 5,600 enterprises from departments concerned 
about reserve quotas set for storage reserves of electromechanical products, the 
accumulated inventory portion in excess of reserves stands at about 34 percent of 
these enterprises’ warehouse stock. On the basis of these calculations, the 
accumulated inventories of electromechanical products in excess of reserves 
throughout the country are currently worth more than 20 billion yuan. 


As of the end of this June, the total amount of warehouse stock for businesses 
owned by all the people had a value of 135.9 billion yuan, a 9 percent increase 
over the same period last year.- Of the total, warehouse stocks for domestic 
businesses had increased 8.8 percent, and warehouse storage for foreign trade had 
increased 16.1 percent. Accurding to end of June statistics, there was a 740 
million meter increase in warehouse storage of chemical fiber cloth, and a two- 
fold and 2.9-fold increase respectively in the amount of transistor radios and 
television sets on hand, Figuring on the basis of goods in storage for domestic 
and foreign trade with a value of 100 yuan, as compared with the all-time normal 
year of 1957 goods in excess of reserves is worth about 25 billion yuan. 


A new characteristic of the current rise in goods kept in warehouses is a sudden 
increase in enterprise-produced finished goods. For example, steel manufactures 
produced during the first half of this year exceeded state plan by more than 1.4 
million tons. Aside from somewhat more than 1.6 million tons that the steel mills 
sold themselves, as of end June steel products awaiting sale and shipment amounted 
to almost 1 million tons. This year's plan quotas for the machine building indus- 
tries are very small, most of them depending on market regulation, a blindness 
existing. According to statistics, as of end June, major electromechanical fin- 
ished products in storage produced by the First Ministry of Machine Building 
system had a value of 4.08 billion yuan, a 25,2 percent increase since the begin- 
ning of the year, 62.2 pecent of this being returned goods and goods produced 
without contracts. According to statistics from 50 major rubber tire plants, 

more than 500,000 rubber tires had already accumulated in inventory during the 
first half of the year, a large increase over the beginning of the year. For 
goods in over supply produced by machinery, metallurgy, and chemical industries, 
unless production is carried out strictly in accordance with needs during the 
second half of the year, and unless marketing avenues are actively opened, the 
goods in warehouses will continue to increase. 


‘jor Reasons for the Accumulation of Goods in Warehouses 
Many reasons account for the current excess of goods in storage in warehouses 


and for the serious accumulation of inventory in excess of reserves. Here 
several points will be emphasized, 


First of all, defects in the system of economic management is the fundamental] 
reason for the excess amount of goods in storage in warehouses. China's economic 
management system is such that enterprises are individually responsible to dif- 
ferent executive leadership organizations and enterprises produce, for the most 
sart, to fulfill planned auotas handed down to them from above without regard for 
the needs of the society. As a result, at one end they go all out to get hold of 











raw materials to create an accumulated inventory, and at the other end the products 
and varieties are not marketable. In addition, for many years we have operated a 
system of eating out of a “large common pot" whereby capital may be kept for use 
without paying for its use. Whether enterprises were well run or not, whether 
materials were well used or not, and whether capital circulated quickly or slowly 
were not linked to the material welfare of the enterprise collectively, or to 

its staff and workers individually, and this was disadvantageous in arousing en- 
thusiasm. Conversely, for the sake of convenience, enterprises budgeted liberally 
and used sparingly their goods in storage, the more the better, preparedness 
averting peril. Furthermore, state distribution and supply organizations, and 
organizations responsible for putting into circulation the means of production and 
the means of livelihood were arranged for according to administrative zoning, 
administrative levels and sectors. As a result of this way of doing things, inev- 
itably each level and each firm set up its own warehouses, exercised firm control 
over them, and once goods arrived in them, that was the end of it. In addition, 
no uniform national materials control network exists, and neither statistical nor 
information exchange activities are well developed. Surplus materials stored in 
countless widely scattered households cannot be effectively moved around for use, 
resulting in an ever more serious accumulation of inventory. 


Second, the influence of leftist ideology for many years, when high speed was all 
that was wanted with no serious attention given to economic results, constituted 
a conceptual reason for the excessive accumilation of inventories in warehouse 
storage. Quite a few of our comrades who have done economic work for many years 
still lack a concept of the time value of currency and do not give serious atten- 
tion to the economic results of use of capital. Thus they tie up a lot of capital 
and turn it over slowly. An example is in state industrial enterprises where in 
1979 31 yuan of circulating capital was tied up for every 100 yuan of output value, 
a 59.8 percent increase over 1957, In foreign trade, for each 100 yuan of export 
goods, 110.90 yuan of circulating capital was tied up in 1979, 2.7 times the 1957 
amount, The number of times per year circulating capital was turned over in 
state enterprises throughout the country was three in 1957, declining to 2.3 in 
1979. In industry, it had been 4.4 times in 1957, falling to 3 times in 1979, 
For domestic and foreign trade, it was 2.6 times in 1957, falling to 2.4 times in 
1979, Economic benefits were much lower than for developed countries. 


In the case of industrial plants, the one-sided pursuit of output value of produc- 
tion, shoddy quality of products, and the unsuitability of varieties produced 

are yet further reasons for the large accumulation of inventories, Much of what 

is presently in warehouse storage consists of products of outdated technology, 
antiquated models, and shoddy quality that it has not been possible to dispose of 
for a long time. Some of these have been in stock for more than 10 years or even 
for more than 20 years. Calculations made on the basis of representative samplings 
show that between about 5 and 10 percent of all the electromechanical products 

in warehouse storage throughout the country should be scrapped, and those that 
could be used if they really had to be but should be disposed of at a reduced price 
account for about 40 percent of the total, Departments concerned calculate that 
unwanted, rejected, broken and substandard products in warehouse storage by 
businesses, supply and marketing cooperatives, and foreign trade enterprises 

have a value of more than 1 billion yuan, An additional amount of products have 
mildewed, rotted, and deteriorated as a result of long-term storage with poor care. 
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A large accumulation of inventory in warehouse storage over and above reserves 
not only impairs normal operation of enterprises, but does great damage to the 
macro-economy. First of all the products on which the workers toiled so “ard 
cannot serve their intended function. Wages and bonuses payments have beexu made, 
but the utilization value of the products has not been realized. Secondly, 
precious energy and raw materials have been wasted, compounding the storage in 
supply of energy and raw materials. Furthermore, once enterprises have produced 
products, they are required by regulations to pay prefits and taxes to the state, 
but this portion of their products cannot be put into the production cycle, there- 
by occassioning some false fiscal revenues for the state and hurting the revenue 
balance of state finances. Meanwhile as a result of natural wear and tear and 
“depletion of vitality," from the long stocking of goods, their normal value is 
lost little by little. We most certainly cannot regard this lightly. 


3. Summarization of Effective and Workable Experiences, and Diligent Attention tc 
Warehouse Utilization 


Diligent attention to warehouse utilization, reduction of warehouse storage and 
the practice of linking production, supply, and marketing, and organizing produc- 
tion on the basis of market needs holds major significance for operating a 
benevolent cycle in our economy and for gaining relatively good economic results. 
A thoroughgoing solution to problems of inventories of goods in excess of 
reserves as a result of several years of effort and of shrinking the quantity of 
goods in storage to the lowest possible limits required by turnover, is one of th: 
readjustment tasks required on the material front line of our industry, and com- 
merce. In order to meet this task, there has to be a diligent spread of some 
effective and workable experiences with attention going to the following work: 


1. Adherence to the principles of clearing warehouses before producing and 
placing of orders to prevent the buildup of new accumulations of stock. During 
the past 2 years everyone has come to appreciate that “new accumulation of 
inventories" is the main reason for the steady increase in warehouse storage. 
Consequently, they are all taking action to prevent it. Some have worked at the 
problem from the production standpoint, linking together production with needs. 
Some have worked at it from the standpoint of needs, using economic methods of 
shortages and putting goods to use to prevent blind purchasing. In Zhejiang 
Province, for example, production quotas for local machinery products were pre- 
pared by the provincial electromechanical company on the basis of a combination 
eds of society and the storage situation. They put forward their views 
Tr sortment specifications, actual production arrangements then being made by 
production departments. As a result, warehouse storage of accumuiated inven- 
tories was relatively small. In Shaanxi Province, numerous enterprises that 
had inventoried their warehouses set up a "four man verification system," where- 
by persons involved in planning, in procurement, in warehousing, and in finance 
jointly examined and approved plans to put goods into warehouses, putting into 
effect a system of "three no entries" as follows: things of no use to the 
lint could not enter; goods in excess of reserve requirements could not enter, 
' soods that might fill up the warehouse could not enter. This played a very 
n prevention of blind purchasing. Not long ago, six units including 
Feonomic Commission and the State Machinery Commission jointly issued 
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“Notice on Continued Implementation of the Principle of Ordering Production Only 
After Using Electromechanical Products Stored in Warehouses." The spirit of this, 
notice also applies to other goods in oversupply such as steel manaufactures. 

We have to link together the situation in local areas and in local units, formu- 
late and put into effect rules and regulations, and bring about a genuine change 
in the wasteful situation of producing only to accumulate an inventory. 


2. Establishment of an information office and a control network to promote produc- 
tion and good warehousing. In order to achieve a plan of action, some launched 
effective warehousing straightaway, and numerous units convened warehouse storage 
materials analysis meetings, studying the direction and means of using and dis- 
posing of goods, depending on their properties. On this foundation, numerous areas 
and units established information offices and control networks to channel produc- 
tion and warehouse storage information, and information about the needs of society 
to enhance good warehousing control work. Hunan Province's materials information 
office was set up rather earlier than most in the country, and two echelons of in- 
formation networks are now in operation in the province. The Provincial Informa- 
tion Office has control over 100,000 transaction cards for more than 400 enter- 
prises for materials in inventory valued at 250 million yuan, the principal 
materials being 60,000 tons of steel manufactures, 30,000 pieces of equipment, and 
2 million bearings. Since its founding, it has helped enterprises sell 6 million 
yuan worth of materials, The Number 2 Chinese Electromechanical Equipment Company 
uses electric computers to keep track of bearings in storage by major units in the 
country, making periodic compilations and exchanges in order to analyze develop- 
ments so as to provide information for estimating supply and marketing situations 
and the regulation of production. This has been welcomed by all concerned. 





3. Adoption of flexible and varied methods to promote sales of stockpiles of 
materials in warehouse storage. (1) Establishment of goods exchange markets. 
Since 1978, material departments and service companies in various places alone 
have set up 36 permanent markets, 39 temporary markets, and 43 retail outlets. 
Numerous enterprises have displayed in exchange markets materials stockpiled in 
warehouses for many years allowing customers to select purchases, thereby 
demolishing the echelon by echelon applications for approval, inflexible quotas 
and such red tape in a simplification of procedures and a hastening of disposal of 
stockpiled goods. (2) Designing, repairing, equipping, modifying, and substitut- 
ing depending on the materials. Quite a bit of the material in warehouse storage 
can be “used as is," but some other materials are of poor quality, or have not 
been fully equipped, so a place for such warehoused goods can be found only 
through actively designing, repairing, equipping, modifying, or substituting de- 
pending on the materials. Last year the Ministry of Chemical Industries organized 
a technical service corps, which has been effective in doing such work in enter- 
prises. The Changshan Chemical Fertilizer Plant in Jilin Province had a project 
under way to exploit unused potential, and this technical service corps helped it 
design the use of a 6,000 cubic meter capacity piece of equipment made by the 
Lanzhou Chemical Company and in storage at the Huainan Chemical Plant, three 
oxygen compressors, and 23 special purpose pumps valued at more than 13 million 
yuan. Last year the Shanghai Municipal Electromechanical Company's electrical 
engineering station modified 10,283 electrical products that were in storage and 
valued at 260,000 yuan, to solve the needs of more than 300 industrial plants. 
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(3) Use oy the enterprises themselves or return to plants for sale on commission. 
An example was in Gansu Province where, during the first half of last year alone, 
enterprises themselves used materials stored in warehouses valued at 10,6 

million yuan, including 4.98 million yuan work of electromechanical products 
amounting to 40 percent of the total amount of electromechanical products to be 
disposed of. The East China Electromechanical Products Management Department 
commissioned a plant that had produced goods to help sell them with rather good 
results. 


4. Need to dispose of warehoused inventory at reduced prices, For some ware- 
housed goods, continued accumulation will mean scrapping and disposal with even 
greater losses for the country. Therefore, only by lowering prices can such 
materials be easily disposed of. When they find a need for goods, out of consid- 
eration of actively enlivening materials, freeing up capital, and reducing damage 
caused by Long-time accumulation of inventory, some units have resolutely 

lowered prices to effect disposal. The Ministry of Chemical Industries, for 
example, pared the price by 30 percent for high priced stainless steel valves that 
had gone into warehouses prior to 1979 and had been in storage for a loug time. 
This ministry pared prices and disposed of about 100 million yuan worth of ware- 
housed goods in little more than 1 year's time. In April this year, the State 
Council approved and sent forward the “Report on the Lowering of Prices to Dispose 
of Steel Manufactures and Electromechanical Products in Excess of Reserves," 
which had been prepared by the State Economic Commission, the State Supplies 
Bureau, the Ministry of Finance, the Chinese People's Bank, and the State Price 
Administration and provided clear regulations about the scope of price reductions 
and fiscal handling of losses from price reductions, Acting in the spirit of this 
document, we should give firm attention to sales promotion of stockpiled goods in 
excess of reserves, including organization of export of accumulated inventories 

in warehouse storage, making sure to effect results. At the same time, for those 
items and equipment that have been in inventory for a long period of time, whose 
technology is out of date, and which have very little utility, and some of which 
have become virtual junk, those that should be scrapped should be resolutely 
scrapped. 


5. Enhancement of Leadership in good warehousing work with active promotion of 
a system of economic responsibility. (1) Strengthened organization. Reportedly 
in Yunnan, Guangxi, and Sichuan, maintenance of leadership teams and offices for 
inventorying property and checking on funds to convert losses into profits has 
given great impetus to geod warehousing work and results have been striking. 
vrovince, municipalities, and regions that have disbanded the aforementioned 
organizations, the provincial, municipal, and regional planning and economic 
commissions should take responsibility for supervising good warehouse work. All 
departments and all enterprises should also strengthen organizations to assure 
that good warchousing work is smoothly done. (2) Strengthening of the work of 
coordinating organizations for timely solution of problems encountered, For 
exemple, some imported equipment currently in storage is needed by production and 


construction units, but because of the high price, plus retrenchment in invest- 
ment tunds for capital construction, they are unable to pay for it, so they can- 
ot put it to use. If an overall unit would promptly organize government finance, 


oantkiag, pricing, and foreign trade units for joint discussions with materials 
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units, those making allowances who should make allowances, lowering high prices 
(such as the lowering to 80,000 or 90,000 yuan of a sedan priced at 200,000 yuan), 
and government finance, and banking institutions taking the initfative to 

render support with funds (as in the case of public finance agreeing to greater 
allocation of investment funds for capital construction for things such as 
petroleum drilling machinery and electric cars used in mining), matters could 

be worked out nicely. In economic life there are numerous situations like these 
about which we should have a positive attitude to give a green light to good 
warehousing. (3) Need for a system of economic responsibility in materials work 
with method of assigning full responsibility for task completion being imple- 
mented for good warehousing. Whether an enterprise was well run, how good a job 
was done in looking after and using materials, how rapidly funds revolved, and 
amount of profits would be linked to the material welfare of enterprises and to 
their staff and workers to surmount the situation of eating out of "a large 
common pot,” with clear cut rewards and punishments so as to arouse the enthusiasm 
of the broad masses of staff and workers. 


9432 
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FINANCE AND BANKING 


ECONOMIC RESPONSIBILITY IN BANKING DISCUSSED 
Beijing ZHONGGUO JINRONG [CHINA BANKING] in Chinese No 11, 4 Nov 81 pp 22-23 


[Article by Wang Yongjia [3769 3057 0163], Echeng County Branch of People's Bank 
of China: “How We Carried Out the Economic Responsibility System") 


[Text] Since 1980, under the leadership of the bank at the higher level we have 
tried gradually to find out what road banks should take in carrying out the economic 
responsibility system in the process of the readjustment and restructuring of the 
national economy. We have grasped implementation of the economic responsibility 
system as an important means of restructuring the bank management system and as a 
crucial measure for improving economic results. With its implementation over the 
past year, we have achieved good results: the problem of too rigid control and 
“eating from the same big pot" has been initially resolved, the level of management 
has been raised and business activities have been stimulated. 


Understanding Raised, Leadership Strengthened 


In the initial stage we o ersimplified the economic responsibility system and 
thought that all we had to do was set evaluation norms, record the points and 
compute the bonuses; at the start our work was done in a crude and simple way. In 
a short time many ideological and epistemological problems arose among cadres, staff 
and workers. Some leaders took the view that as far as implementation of the respor- 
sibility system was concerned, the banks did not have the same authority and respon- 
sibility as industrial and commercial enterprises, they had nothing to gain from 
its implementation and if the banks made mistakes there might be trouble. Some 
niddle-lewel cadres took the view that it was easy to deal with superiors but 
fticult to handle subordinates and that the overelaborate procedures involved 
added to the difficulties. In the view of some staff and workers, all their efforts 
might be expected to bring each of them no more than 5 or 6 yuan in bonuses a month. 
Some staff and workers were afraid that evaluations were applicable only to the 
masses but not to cadres. As a result, they were unenthusiastic in implementing the 
responsibility system. After repeated studies, we came to realize that implementation 
of the economic responsibility system was not purely a technical task and must be 
integrated with thorough ideological and political work and with a corresponding 
estructuriag of the branch's system of management. Many times we organized the 
‘dres, statt and workers to study, discuss and understand the importance and role 
the economic responsibility system and, in particular, to fully understand the 
llowing three relationships so as to unify the thinking and acquire confidence. 
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1. Correct understanding of the relationship between implementation of the economic 
responsibility system and restructuring of the bank management system. We all recalled 
the profound lesson learned in the past when economic responsibility was not examined 
and economic results were not stressed. We came to realize that implementation of 

the economic responsibility system is an effective measure for changing the state 

of “eating from the same big pot,” raising the level of management, and improving 
business activities; that it constitutes a momentous restructuring of the bank manage- 
ment system and one that is entirely necessary and imperative under the circumstances. 


2. Correct understanding of the relationship between the economic responsibility 
system and the interests of the state, the collective and the individual. While 
banks cannot share above-quota profits in the same way as industrial and commercial 
enterprises, by clearly defining the managerial authority and responsibility and 
linking bonuses to responsibility the banks give expression to the unity of authority, 
responsibility and profits among the state, the collective and the individual. 4z 

a result, we came to understand that the economic responsibility system combine the 
interests of the three sides and is not aimed purely at resolving the problem of 
material reward to individuals. Of course, when greater business results are achieved, 
the personal interests will receive appropriate considerations under the premise 

of insuring more revenue for the state and more profit for the collective. 


3. Correct understanding of the relationship between the economic responsibility 
system and various kinds of work. The assessment targets set under the economic 
responsibility system are overall reflections of the business activities and operat- 
ing results of the whole bank, and each specific business activity is an ingredient 
of the responsibility system. Leading cadres were enabled to understand that che 
results of assessment provide a reliable base for guiding operations and strengthen- 
ing democratic management. The worker masses were enabled to understand that the 
responsibility system involves not only the masses but the leaders as well. At 

the same time, they were enabled to understand the relationship between the results 
of each part of the business activities and the overall operation. As a result, 

the staff and workers’ sense of responsibility and enthusiasm were heightened. 


On the basis of improving understanding, we grasped implementation of the responsibility 
system as an important task for the whole branch. 1) We put implementation of the 
responsibility system on the agenda and continued to stress the significance and 
role of the system and explain its rules and regulations and reward measures in 
detail. 2) We set up an economic responsibility leadership group, with the branch 
bank manager as the head and business section chiefs as members. Corresponding 
groups were established by vartousoffices, business offices, and savings divisior:. 
The branch bank was provided with an economic responsibility evaluator and each 
grassroot unit with a part-time evaluator. The functions and responsibility of the 
leading groups and evaluator. The functions and responsibility of the leading 
groups and evaluators were clearly defined. 


Authority and Responsibility Prescribed, Bonuses Linked to Responsibility 
On the principle of combining authority, responsibility and profits and giving 
consideration to the interests of the state, the collective and individual staff 


and workers, we took the following basic courses of action, taking into account the 
characteristics of the bank as both a state enterprise and a banking organization: 
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I. The Main Forms of Economic Responsibility System Currently Carried Out 


In the case of sections, divisions and grassroots offices, bonuses are computed 
according to five targets representing 100 points: funds, 40 points; quality, 20 
points; work efficiency, 10 points’ expenses, 15 points; and profits, 15 points. 
Comparisons and evaluations are made and accounts settled quarterly. 


In the case of individuals, computation of bonuses is made according to different 
types of work and is linked to their responsibility. Generally speaking, the evalu- 
ation norms are set respectively for bank managers, section chiefs, division chiefs 
and personnel in specific fields within the limits of their functions and powers and 
im accordance with the characteristics of their type of work. Evaluation norms are 
linked to monthly overall bonuses; 40 percent of the bonus is taken as a basic bonus 
computed mainly on the basis of an evaluation of attendance, service quality, work 
attitude and fulfillment of basic tasks; 60 percent is taken as single bonus computed 
mainly on the basis of an evaluation of plan completion, work quality, etc., within 
the scope of responsibility and by specialty. 2) Annual evaluation norms are linked 
to what is withdrawn annually for the enterprise reserve fund, with 40 percent going 
to individual annual bonuses to staff and workers. This is primarily a bonus based 
on the evaluations of the task completion rate, work quality, work attitude, and 
attendance rate of the individual cadres and workers. 


In contracting the bank's operating funds to the lower levels, we contract our 

annual operating funds (allocated by the bank at the higher level) separately to 
grassroots offices and savings divisions under the following terms: 1-year duration, 
no make-up allocation for overspending, and a bonus for savings. In 1980, 30 per- 
cent of the savings (10 percent proposed for 1981) were paid as bonuses to individuals 
in accordance with assessment o1: their year-round attendance, work quality, and 
fulfillment of tasks. 


Il. Combination of Authority Responsibility and Profits 


The limits of authority are strictly observed. Within the limits of the bank's 
existing powers of management, we mainly define the limits of the powers managing 
planning, managing operations and managing financial affairs for bank managers, 
functional section chiefs, chiefs of basic-level offices and savings divisions and 
relevant personnel. They are required to insure proper management and proper 
exercise of their powers. If they abuse their functions and powers or manage 
syprcverly, thus hindering the fulfillment of targets, they will be subjected to 
economic actions according to the circumstances of the case. Take, for instance, 

the power to manage credit plans. In January and February 1980, we slackened 
efforts to exploit sources sof funds and to control the use of funds, with the result 
that deposit balances dropped and the turnover of credit funds slowed down. For 
this, the bonuses for bank managers and the relevant functional section chiefs and 
other chiefs were deductied. We learned a lessson from this, and in March we increased 
yur efforts to explott sources of funds and control the use of funds, with the result 
that deposits increased and the turnover of credit loans was accelerated; for this, 
suc cank managers and the relevant cadres, staff members and workers received bonuses 


the celevant economic responsibility are borne. 1) The responsibility is borne 

‘or insuring credit balance control plans. Within the credit balance control plans, 

lis te ribut fon of funds is organized under the charge of bank managers and planning 
lefs. If, without approval of the bank at the higher level, the credit 
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balance control plan is exceeded and the funds of the bank at the higher level and 
of fraternal banks are tied up, not only will the persuns concerned psy interest but 
£.80 part or all of their bonuses for that month will be withheld. 2) The respon- 
sibility for various business plans is borne. The targets transmittei from the bank 
at the higher level are set monthly for various sections, bas:c-level offices and 
savings divisions, and some minor targets are set for staff mesbers and workers who 
deal with special lines. These personnel who fulfill plans for the cu:rent month 
will be given proportionate bonuses in accordance with provisions. If plans are not 
fulfilled, part or all of the bonuses will be withheld. 3) The responsibility is 
borne for economic losses. In all cases where loss of funds, loss of property, 
errors or accidents are the result of business management or the quality of work, 
economic responsibility will be investigated and affixed if the economic loss 
exceeds 10 yuan. Last August, because the electric meter for tne bank dormitory 
depository was lost, a loss of property exceeding 10 yuan, the total amounts of the 
bonuses for the bank deputy manager and two managerial personnel were withheld for 
the month. 


III. Business Results Are Integrated With Material Interests 


l. Business results are linked to collective welfare. For example, part of the 
enterprise funds (proportionately withdrawn) plus part of the trade union operating 
funds were used to set up an evening school and a reading room for staff and workeczs. 
2. Business results are linked to bonuses for workers. Over the past year, on the 
one hand we have withdrawn part of the enterprise funds to be vwsed for annual bonuses 
for staff and workers; on the other, we have issued monthly <verall bonuses in 
accordance with provisions for linking bonuses to responsibility. In 1980, 125 
persons at our bank received 7,425 yuan in bonuses, averaging 59.40 yuan per person. 
The amount of bonuses ranged from 45.20 yuan to 75.80 yuan. 


In 1 year we have derived benefits from implementation of the economic responsibility 
system and achieved good results. Gratifying chanzes have taken place: leaders 
have bestirred themselves and are overcoming their weakness and laxity; they are 
bold in assuming responsibility for their work. The sense of responsibility for 
democratic management on the part of staff and workers as masters is enhanced, 

atid good people and good deeds keep emerging. Personnel working in and outside 

the office have changed their attitude of service, improved the quality of service 
and expanded business activities. Cadres and workers are prompted *o interest 
themselves in plans and to fulfill their tasks by every possible means. The bank's 
economic results have distinctly improved. Compared with 1979, when the economic 
responsibility system had not been introduced, in 1980 the deposits increased 61 
percent, fund utilization was accelerated 0.67 cimes, profits realized showed a 

5.7 percent growth, accounting errors dropped 0.4 percent and tellers’ errors 
dropped 0.27 percent. Business activities have made new headway in the second half 
of 1981. The bank's economic results and the quality of work have shown improvement 
and industrial and commercial enterprises have been enabled to stimulate produ«cion 
and the economy. 


9780 
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NUMEROUS PROBLEMS REPORTED IN TRIAL OF NEW TAX SYSTEM 


Beijing SHANGYE KUAILJI [BUSINESS ACCOUNTING] in Chinese No 9, 10 Sep 81 pp 5-8 


[Articte by Sichuan Provincial Department of Commerce: "Benefits and Problems From 
Trial “Substitution of Payment of Taxes for Payment of Profits"] 


[Text] On a foundation of the expansion of pilot projects for autonomy in enter- 
prises, and for the purpose of further exploring paths for reform in the commercial 
structure, in 1980, Sichuan Province's commercial system tested a method of "in- 
dependent administration, sole responsibility for profits and losses, and payment 

of income taxes” in 88 state retail enterprises, 50 of which were department stores, 
10 of which were hardware and telecommunications, 12 of which were sugar, tobacco 
and wine shops, 14 of which were industrial, mining, and trade shops, and 2 of which 
were of other kinds in a total of 96 independent accounting units. A year's test 
site experience demonstrates that the thrust of reform was correct, that rather 
remarkable economic benefits were derived, that changes in the enterprises were very 
great, that administration and management imporved, and that economic benefits were 
strikingly increased. In these 88 enterprises, the variety of designs, sizes and 
colors of gocds handled increased by about 1,000, and sales for the year came to 
591.74 million yuan, a 22.78 pe scent increase over the previous year. Profits 
amounted to 34.62 million yuan, an increase of 22.94 percent, both higher than in 
regular enterprises. Distribution of profits was as follows: paid as income taxes 
was 26.65 million yuan or 76.97 percent of the total sum. Profits paid to higher 
authority were 16.04 percent more than during the previous year before the change 

to tax payments, (an increase of 18.8 percent when fixed asset taxes levied on test 
site enterprises that substituted taxes for profits are added). Enterprises re- 
tained 7.97 million yuan, or 23.03 percent of total profits, a 45.16 percent increase 
over the previous year. Awards to staff and workers amounted to 1.29 million yuan, 
or 3.73 percent of total profits. (Awards to staff and workers came out of the 
23.93 percent retained by the enterprises.) This distribution embodied the prin- 
ciple of distribution of a large portion to the state, a small portion to enter- 
prises, and staff and workers getting what is left, revenues to the state increasing 
substantially over the previous year. 


I. "ihn Principal Methods of “Substitution of Payment of Taxes for Payment of 
Protits" 

Cuiding ‘Chought. The national treasury is experiencing financial difficulties, 
and commercial enterprises have numerous debts. The treasury needs to coilect 
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more, and enterprises would like to keep more. Consequently it was decided that 
“substitution of payment of taxes for payment of profits: should have as its point 
of departure the overall situation. It would both insure that income to the state 
treasury would not be impaired or lessened, and that the real hardships of enter- 
prises would be suitably looked after. In the end, a ratio of 75 and 25 was set, 
i.e. 75 percent of profits realized by an enterprise would revert to the state 
treasury, and 25 percent would be retained by the enterprise. As a result, the 
method of "substituting payment of taxes for payment of profits" currently being 
tested has worked to some advantage for enterprises for which the formerly estab- 
lished amount of profits that could be retained was only 19.3 percent. This was 
also not a thoroughgoing reform. Pilot project enterprises could only be solely 
responsible for profits and losses within fixed limits; their needed funds for 
capital construction and for circulating capital had no source. 


2. The principle of prescribed tax rates. It was recognized that a fairly great 
difference existed between one commercial enterprise and another, and between one 
trade and another. There was a great gap in the levels of profits that required 
both taking into account realities and recognizing the difference, and not allowing 
the difference to become excessively great. Therefore, differential tax rates re- 
quired appropriate consideration of the interests of small enterprises so that both 
State and enterprise revenues would gradually increase as enterprises expanded their 
business and their profits. Within the overall framework of the 75 to 25 ratio, tax 
receipts were used to lever and adjust the benefits to large and small enterprises, 
individually determining and designing a six bracket excess profits progressive tax 
system. When profits for the year were below 50,000 yuan, the tax levied would be 
65 percent; the portion between 50,000 and 100,000 yuan would be taxed at 70 percent; 
the portion between 100,000 and 200,000 yuan would be taxed at 75 percent; the 
portion between 200,000 and 300,000 yuan would be taxed at 78 percent; the portion 
between 300,000 and 50,000 would be taxed at 81 percent; and the portion exceeding 
500,000 would be taxed at 84 percent. 


Thn Chongqing Department Store is a large retail enterprise where the proportional 
tax method used in industrial enterprises was tried out, the income tax on profits 
being taxed at 70 percent, the enterprise retaining 30 percent, wages of staff and 
workers and supplemental wages coming from enterprise profits after taxes, the 
wages of staff and workers being related to how well the enterprise was managed and 
how much profit was retained. (However, in actual practice, no change occurred in 
wages.) After they tried out the industrial taxation system, profits of 4.97 
million yuan were realized in 1980, of which the enterprise retained 1.49 million 
yuan. After payment of wages, the enterprise had a net profit of 1.07 million yuan, 
or 21.54 percent of total profits. If a six bracket differential rate were applied, 
the profits retained by the enterprise would be 830,000 yuan, or 16.76 percent of 
total profits, a retention of 240,000 yuan less. 


3. Utilization of property. Pilot enterprises where “independent administration, 
sole responsibility for profits and losses, and payment of income taxes" was in- 
stituted retained, without change, their fixed assets and circulating funds. Pro- 
perty ownership rights belonged to the state, utilization rights going to the enter- 
prises. Fixed assets were taxed at an .002 fixed assets rate. Fixed asset de- 
preciation funds were withheld as per regulations, the total being retained by the 
enterprise for its use as a matter of principle. 
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4. Items to be included as expenses and expenditures. All current expenditures, 
except for those specially stipulated, continued, in principle, to be carried as 
expenses in accordance with pertinent existing fiscal accounting system regulations. 
Industrial and commercial taxes continued to be levied in accordance with prevailing 
tax law, and a .002 percent fixed assets tax was collected monthly on the basis of 
the original value of the fixed assets, all of which were carried as the enter- 
prise's costs. 


5. After taxes, retained enterprise profits were distributed and used in the follow- 
ing three ways: (1) funds for development of the enterprise. This included general 
capital construction investment, simple construction, and fixed asset purchase 
funds, as well as funds for replenishing circulating capital. (2) Collective wel- 
fare funds including repair and construction of quarters for staff and employees, 
messhalls, nurseries, and such collective welfare facilities. (3) Award funds for 
staff and employees. On the basis of the previous year's linking of regular award 
sums to profits, a ratio for withdrawal was set, which was included in the funds 
retained by the enterprise after taxes. In addition to award funds, the ratio of 
funds for the development of the enterprise and funds for collective welfare were 

to be discussed and decided upon by a representative assembly of staff and workers 
of the enterprise. 


6. Self-determination of enterprises. Enterprises in which “payment of taxes sub- 
stituted for payment of profits,” in the administration of operations, drawing up 
of plans, management of prices, use and assignment of workforce, and transfer, 
appointment, and removal of cadres, relatively greater independence and self- 
determination was permitted, in principle, than in enterprises in general. 


2. Several Substantive Changes Brought About in Enterprises Where “Substitution 
of Payment of Taxes for Payment of Profits" Was Tested 


Even though Sichuan Province's method of "sole responsibility for profits and losses 
and levying of taxes by the state: is not yet perfect, it is a step ahead of the 
method of “expanded authority and turning over of profits," and allowed enterprises 
greater economic independence and autonomy. "Substitution of payment of taxes for 
payment of profits" is substantively a limited shift in the readjustment and man- 
agement of economic relationships between the state and enterprises, and the 
beginning of change in existing management systems of the ills of overcentralization 
and stifling uniformity. Enterprises have experienced numerous substantive changes 


. te} rye. 


l. ntcorprises are able, under the guidance of the state and within limits set by 
policies, and on the basis of their own conditions, to independently and autonosous- 


ly undertake activities that help enliven their business and increase profits. The 
Ounlin Market in Chongqing has been in business for more than 30 years. It is a 





marketplace noted for its clothing business. It had produced quite a few fzmous- 
lot and enioved a certain reputation among the masses. Subsequerztly, 
mie-nake products disappeared, and its business character no longer existed. 
Fler ¢t en .erorise became a pilot project for “payment of taxes instead of pay- 
‘ts,"' economically and businesswise, it had relatively independent 
omic benetits and autonomy, and set up a clothing design study unit, which 
checbved ‘nto a collected data about clothing, studied and analyzed market conditions, 
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and made the most of advantages in the clothing business, in skills, and in design. 
Together with more chan 20 individual clothing plants, it operated joint capital 
plants, and processed, placed orders for, and produced the famous-make products for 
which the market had been noted. At the same time it instituced combined business 
by every shop, expanded sales in markets inside and outside the province, enlivened 
the clothing business, and achieved remarkable results. Last year the market's 
sales and profits were both 55 percent greater than during the previous year. 
Clothing sales amounted to 9.46 million yuan, more than double the amount of the 
previous year, as the enterprise operated very dynamically. 


2. “Substitution of payment of taxes for payment of profits" fundamentally estab- 
lishes a distribution relationship between the state and an enterpirse. Taxation 
guarantees state revenues, safeguards the rights and interests of the enterprise, 
and changes the past layer upon layer concentration of enterprise profits. It 
changes the practice of eating from a single large stove to eating from individual 
stoves, economic benefits of enterprises being thereby guaranteed and the possi- 
bility of controlling ones own fate being in one's own hands. The subjective 
dynamic role of enterprises and their staff and workers in making improvements in 
the administration and management of enterprises was furthered, with fixed quota 
management and systems of personal responsibility also having real substance to then, 
remarkably good results being achieved. Numerous pilot enterprises broke down 
economic quotas assigning them to units and individuals. This made the economic 
quotas of the entire enterprise have a widespread and deep mass foundation, causing 
the emergence of an unprecedented vitality. 


3. Enterprises have the economic potential for fuller self-development. "Sub- 
stitution for payment of taxes for payment of profits" hac changed the former 
situation of uniform receipts and uniform expenditures. Enterprises’ after-tax 
profits can be independently and autonomously utilized as prescribed. A majority 
of pilot enterprises used retained after-tax funds to expand their businesses, to 
improve administrative methods in the enterprises, and for collective welfare 
facilities in a gradual solution of problems that could not be solved for a long 
time. The Qunlin Market in Chongqing, for example, had for 20 years tendered 
taxes to the state amounting to 11.49 million yuan, while the state had invested 
only 20,000 yuan in the enterprise. This had been used to buy some production 
machinery, the market going without anything else. Last year, after instituting a 
pilot project of “substituting payment of taxes for payment of profits," a 1.59 
million yuan profit was realized for the entire year, which after payment of 1.3 
million yuan in income taxes, left the enterprise with 290,000 yuan. Following 
discussion by staff and workers, some of the funds remaining with the enterprise 
were used in four ways to improve business facilities as follows: 


purchase of three trucks; purchase of lifts to load and unload cargo; construction 
of a transfer storage building; and purchase of a small electric generator inasmuch 
as electric power was inadequate. For improvement in staff and collective welfare 
facilities, they did six things: Repair of the business office (team) awning; 
expansion of the staff and employees messhall; installation of electric fans; 
purchase of a hot water boiler; repair of the men’ and womens’ bathouses; con- 
struction of a library for staff and workers. The Shizikou Department Store in 
Zigong City used its 55,000 yuan of retained funds to do three good things: first 
was purchase of a motor vehicle to solve the difficulty of goods transport; second 
was to begin construction of a 1,000 square meter dormitory; and third was to help 
staff and workers install natural gas. The Chongqing Department Store used funds 
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retained by the enterprise for 2 years to repair a 45,000 square meter dormitory, 
and last year bought another 1,500 square meter building for business use cum staff 
and worker dormitory, plus a nursery and child-care center as collective welfare 
facilities. This brought about an attitude of ownership among the enterprise's 
staff and employees, and everyone became more concerned about the enterprise, took 
good care of the enterprise, and actively ran the enterprise. 


The reform of Sichuan's businesses has been done from the grassroots level and has 
begun with distributions. Reform that begins at the grassroots level helps economi- 
cally enliven the grassroots enterprises that directly serve the masses. This is 
entirely correct. Looked at in terms of pilot project circumstances, an overwhelm- 
ing majority of pilot project enterprises’ business methods were enlivened, the 
range of services expanded, hours of business lengthened, varieties of: goods in- 
creased, quality of service increased, and the workstyle of “running a business like 
a government office” greatly changed. Under the guidance of the state plan, the 
function of market regulation was put to use, and in 1980 multi-channel, self- 
organized sources of supply in pilot enterprises accounted for about 30 percent of 
the total purchases of goods. This played a major role in keeping channels open, 
reducing transfer links, quickening goods turnover, increasing sources of supply, 
enlarging the number of colors, styles, designs, and varieties, enriching market 
supply, and supplementing planned distribution of goods in short supply. However, 
there were also an extremely small number of enterprises that sought only profits, 
not bothering with businesses that produced goods needed by the masses in their daily 
lives because they sold for little money and produced profits that were miniscule. 
In the process of developing multi-channels, the needed plan guidance was weakened, 
and some ran about blindly, and duplicated the ordering of materials. As a result, 
they must strengthen plan guidance, improve wholesale work, direct retail sales of 
stocks purchased, liven things up, and eliminate blundering so that the enterprise's 
economic activities will help development of the macro-economy. 


3. Views on Several Problems in the Pilot Process. 


"Substitution of the payment of taxes for payment of profits” is a new task. In 

this pilot project process some new situations and some new problems were encountered 
that require further exploration, study, and suitable handling to help reform be 
smoothly carried out. This entails the following, primarily: 


1. Problems about initial point of tax levy and reduction or exemption from taxes. 
In the 88 enterprises in which the six bracket excess differential tax system was 
tried, tax levies were too heavy and after-tax retentions by enterprises were too 
slight; enterprises could not be solely responsible for profits and losses. Such 

a method might be temporarily put into effect under circumstances of national hard- 
ship; however, some readjustments are required. For a minority of small profit 
enterprises, the tax rate was too high and the burden too great. Some enterprises 
had nothing after taxes. Such was the case with the 10 retail enterprises that sold 
sugar, wine non-staple foods and sundries, where the annual per business profits 
remaining averaged only about 5,000 yuan, and only 2,000 to 3,000 yuan in some, 
which made for difficulties in maintaining the business further. For such small 
profit businesses, the initial point at which taxes are levied and the tax rate 
have to be readjusted, a minimum per capita average limit remaining for enterprises 
being set, with reduction or exemption from taxes or institution of contracting 
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for profits when below the minimum limit. This problem is currently being studied 
by the departments concerned to draft a change for an eight-bracket excess differ- 
ential tax in accordance with collective business. Later on should changes occur 
in the eight bracket tax, this would change too. 


2. The problem of tax payments where there is sole responsibility for profits and 
losses under the “substitution of payment of taxes for payment of profits" system. 
Most of the 88 pilot project enterprises for "substitution of payment of taxes for 
payment of profits" were grassroots independent accounting retail enterprises (a 
small number were county companies that did both a wholesale and a retail business). 
On the problem of the taxpaying unit under the “substitution of payment of taxes 
for payment of profits," there are two views. One view holds that in county (or 
municipal) “substitution of tax payments for loan payments" systems, county (or 
municipal) companies should be the taxpaying unit, the main reasons being, first, 
good concentration of financial strength to do things; second, convenience in ad- 
justing and solving inequalities among enterprises; and third, advantages for 
unified leadership management and market planning. Another view holds that when 
county (or municipal) companies are the units to put into practice the “substitution 
of tax payments for profit payments,” this is, in actual fact, the former unified 
earnings and unified expenditures method with everyone eating out of a large common 
pot. When grassroots retail enterprise profits are centralized in county (or 
municipal) companies, this is not good for arousing the enthusiasm of grassroots 
retail sales enterprises. We agree with the latter view. County (or municipality) 
companies should direct their energies to doing a good job of wholesaling. In the 
case of retail enterprises, they should practice unified planning and supervision, 
and service work. 


3. Problems in the regulation of "inequities." Among business concerns, “inequity” 
problems do objectively exist. They are characterized by: great profits and much 
money retained by companies that are both wholesale and retail, and by large re- 
tail concerns, with small profits and little retained by small retail concerns; 
great profits and great retention of profits by department stores, textile concerns, 
and the hardware, communications, and chemical trades, and small profits with small 
profit retention by sugar and wine, non-staple foods and sundries concerns. Pro- 
fits made by industrial, mining, and trade enterprises are notably small, and the 
amount retained even less. The profit gap from one enterprise to another is very 
great. Some regulation was done using the six bracket tax, but the problem was not 
fundamentally solved and the gap in profits retained by one enterprise and another 
is still very great. Per capita retention in 88 enterprises averaged 584 yuan, but 
was as high as somewhat more than 1,200 yuan and as low as 84 yuan, for a difference 
of more than 10 times. After making rewards, continuation of business is very 
difficult. 


The reasons for “inequities” are complex. Apart from subjective reasons, to a very 
great extent they are determined by how high or low prices and profit rates are. 
Naturally, this is related to other conditions in the enterprise and to administra- 
tion and management. For example, firms differ, the scale and scope of their bus- 
iness differs, their locations differ, the links embodied in their profit distri- 
butions differ, and business facilities and conditions differ. Some of these pro- 
blems can be solved, but some are difficult of solution in a short period of time, 
and some are very difficult to solve equitably. Consequently, regulation of "in- 
equities" caused by objective factors is entirely necessary. It seems than when 
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undertaking regulation it is necessary to have a clear guiding idea. This means 
both giving consideration to the situation in enterprises in general and the needs 
of the overall situation, and a need to acknowledge differences. One cannot regu- 
late away an enterprise's enthusiasm. 


Adoption of the method of excess differential tax by business pilot projects in 
Sichuan Province was an attempt to use tax revenues to lever and regulate. Pilot 
project situations show the advantag2s of this method to be that the levying of 
income taxes on the basis of the arount of an enterprise's profits can play a 
regulatory function; tax rates are uniform and easy to put into practice; and enter- 
prises welcome this. Because of the lack of experience at the time the collection 
methods were set up, problems exist in current methods in that concerns with little 
profits are not sufficientlv looked after, while concerns with big profits are not 
sufficiently regulated. According to preliminary figures, with some readjustment 

in the separation between tax brackets, differentials, and tax rates in collection 
methods, the regulatory role of leverage in tax collection can be fairly well brought 
into play. 


4. The problem of the relationship between pilot project enterprises and depart- 
ments in charge. After enterprises instituted responsibility for profits and losses 
with the state collecting taxes, economically they went their separate ways from 
departments in charge (municipal or county companies), while remaining under the 
leadership of these departments in ideological and administrative work. The main 
problem is that, in the past, whenever an enterprise realized profits, the entire 
amount or most of them were tendered to the department in charge for balancing and 
distribution. After the “substitution of payment of taxes for payment of profits,” 
enterprises paid income taxes directly to the tax department and the department in 
charge derived no direct economic benefit, so they were not so "enthusiastic" or 
“solicitous" of pilot project enterprises. Furthermore, the prevailing management 
system still distributes, essentially administrative level by administrative level, 
plan commodities, and commodities in very short supply. Consequently, contradic- 
tions regularly crop up in commodity distribution, restricting in varying degrees 
the autonomy of enterprises, and impairing further development of an enterprises’ 
enthusiasm. The pilot project situations showed that the substitution of payment 
of taxes for payment of profits by enterprises cannot be entirely separated from 
reform of the economic management system and go along in isolation. Therefore the 
"independent" operation of enterprises that “substitute payment of taxes for payment 
of profits" cannot be entirely “independent.” In view of the actual situation 
obtaining currently in the overall economic management system, the relationship 

woes ollet project enterprises and superior departments in charge should be 

roperly readjusted, some small changes and reforms being made togehter with 

adoption of certain adaptations. We believe that for pilot project enterprises to 
go their own way entirely, separated from superior departments in charge, means 


suumerous real problems remain, and this does not help the work between higher and 
lower levels and the management of enterprises by economic methods. Some of the 
8S pilot project enterprises currently give a little something to superior manage- 


ment departments, as, for example, paying them about 10 percent of the enterprise's 
ined profits. Some provide higher authority some management fees, depending on 
conditions. These methods improve, to a certain degree, relationships 
upper and lower levels. It seems that henceforth with comprehensive "sub- 
titution of payment of taxes for payment of profits,” adoption of this method to 
‘ve relations between upper and lower levels will be necessary. 











In addition, inasmuch as reform touches on the prevailing management system, pilot 
project enterprises are still unable to fully put into practice the stipulated 
autonomy in matters such as prices, selection of optimum points from which to get 
materials, optimum hirings, fixed labor quota management, appointments and removals 
of cadres, and rewards and penalties for staff and employees. Some pilot project 
enterprises are still overly concerned about these matters. 


9432 
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INDUSTRY 


HEILONGJIANG'S LIGHT INDUSTRY VIEWED 


HK280958 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 15 Nov 81 
pp 30-32 


[Article by the investigation team of the Second Light Industrial Bureau of 
Heilongjiang Province: “In Which Direction Should the Second Light Industrial 
System in Counties and Towns Be Developed?--Investigations Into the Direction of 
Development of the Second Light Industrial System in Counties and Towns") 


[Text] The counties and towns of Heilongjiang Province have a total of 1,159 
second light industrial enterprises that make up 31.6 percent of the total number 
of the second industrial collective enterprises throughout the province and produc- 
tion output value accounting for 34.2 percent. The orientation to be taken in 

the development of these enterprises and the way by which the industrial structure 
and the structure of the products of these enterprises are developed affect the 
development of the second light industrial system across the province and will 
also have a direct affect on the production and livelihood of the broad masses 

of people in both rural and urban areas. 


In order to step up the development of the second light industrial system in 
counties and towns, we recently carried out investigations on the situations of 

the second light industry system in Longjiang, Fuyu, Dedu and Beian Counties and 
had discussions with comrades of the second light industrial departments in various 
regions. 


I. Historical Experiences and the Present Situation 


The second light industrial system in counties and towns in our province developed 
tortuously in the past, gaining profound experiences and lessons. In the past, 
many second light industrial enterprises in counties excessively emulated big 
cities, big industries and big enterprises and, consequently, they concentrated 

on producing big products. For example, some counties were engaged in producing 
monocrystalline silicon, sebacic acid, furfural, motors, transformers, carborundum 
and pearlite, and to accomplish this, they concentrated the manpower, materials 
and finances of the second light industrial system throughout the county to mainly 
develop machine-bullding plants, electric machinery plants, farm machinery plants 
and chemical plants. Consequently, they abandoned the production of many small- 
scale products that were serving the rural and urban population and of famous brand 
name traditional products and slowed down the growth of production of daily-use 
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consumer goods. In addition, the policies for the collective economy were not 
implemented well, the management system and the organizations concerned were often 
subject to changes and the funds of the collective economy were also often indis- 
criminately transferred, all these hindered the development of the production of 
enterprises and resulted in the following: 


First, the proportion in the output value of the products that serve the people's 
livelihood generally dropped. In the past, the output value of the second light 
industrial system's products in counties and towns that were serving people's 
livelihood made up more than 70 percent of the gross output value. Now this 
figure has dropped to 40 to 50 percent, in some counties it has dropped as low as 
to about 30 percent. 


Second, enterprises do not have enough funds and consequently they have to rely 
on bank loans. Prior to the “cultural revolution,” most second light industrial 
system enterprises in counties had bank deposits, but now they have incurred debts 
with banks that amount to hundreds of thousands to several miilion yuan. In 

fact, these enterprises are only able to survive because of bank loans. 


Third, in the past, enterprises concentrated their efficrts in supporting agricul- 
ture, but now they have begun to neglect the rural market. In the past, every 
county had one or two farm tools plants that were built with funds accumulated 
from the collective economy earmarked for machinery and tools. But now the tasks 
of producing small farm tools have been handed down to enterprises run by the 
people's communes and production teams and, consequently, the production of farm 
machinery and tools has decreased with each passing year. The support to agricul- 
ture has steadily diminished. 


Fourth, the machine-building plants and farm tools plants that were mainly built 
with funds accumulated from the collective economy have now found it very difficult 
for them to carry out their production plans. Many enterprises do not have enough 
production tasks so their output has dropped. Instead of making profits, they 
incur losses. Some have even failed to pay wages for months, something that had 
never occurred before. 


Fifth, some counties still have not drawn lessons from past experiences. Instead 
of proceeding from their specific conditions and their own abilities, some counties 
are following the examples of big cities and concentrating their efforts on 
developing big products. Some counties are assembling watches, some are planning 
to produce horizontal washing machines and some others wanted to produce export- 
oriented products, even if they sustain losses. A county invested 300,000 yuan 

in building an electric machinery plant. This plant was later closed down after 
producing 100 washing machines with below-standard technology. 


The above-mentiored situations showed that the second light industrial system in 
counties and towns is in serious difficulties. Under such a situation, it is 
imperative that we study and resolve all problems as how should the second light 
industrial system in counties and towns overcome their difficulties and in which 
direction should it be developed. 
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Il. The Direction for the Development of the Second Light Industrial System in 
Counties and Towns 


To our view, the present readjustment of industry in counties and towns must be 
carried out by the counties and towns themselves. It must be geared to serve 
counties and towns and, particularly, the production and livelihood of the people 
in rural areas. The second light industrial departments and enterprises in various 
counties must define the orientation of their production according to their 
specific conditions and according t» the needs in rural areas; they must take 
ective measures to restore the production of traditional small-scale commodities 
snd to develop the production of daily-use consumer goods in a big way. Production 
must be carried out and products must be sold in the places where raw materials 

are available so as to solve the urgent needs of the market in the various 
localities. Concretely speaking, this work can be carried out in the following 
ways. First, turn from emulating *‘ties to serving rural market. Second, turn 
from producing accessories for complete sets of equipment for big industry to 
serving rural areas. Third, turn from striving to produce top-gr.de products to 
actively restoring the production of small-scale commodities. Fourth, turn from 
serving mechanical processing to producing accessories for conple. 2 sets of 
equipment for developing the production of daily-use consumer goods. Fifth, turn 
from blindly developing export-oriented products to mainly serving the procuction 
and livelihood of the people in localities and when conditions permit, to strive 

to produce export-oriented products under the premise of making profit. 


At present, the second light industrial system in counties and towns must in the 
main develop the production of such products as garments, shoes, caps, furniture, 
mirrors, kitchen utensils, materials for building construction and items for 
special events. It is also necessary to restore the production of famous brand 
name traditional preducts and to actively develop repair services. There is a 
great demand in rural areas for clothing, shoes and caps, while the amount oi 
clothing and shoes that are made by peasants themselves are insufficient. The 
second light industrial system of Dedu County which has a population of 380,000 
can only produce 80,000 pieces of clothing each year. Fuyu County needs 700,000 
pieces of clothing of various varieties every year, but the second light industrial 
system in this county can only produce 150,000 pieces, the rest has to be supplied 
from other places through the efforts of the local commercial department. It 
shows that garment industry must be developed considerably eo as to meet the 
people's needs in rural and urban areas. Rural areas deman ‘nm enormous amount 

of materials for building houses and therefore a good arrangement must be made to 
make such products, particularly corrugated sheet iron. If there are abundant raw 
materials, such products can be mass produced. The rural areas also need more and 
more furniture. Newly married couples need new houses and furniture. Other 
products such as kitchen utensils and some traditional small-scale commodities 
that are in urgent demand in the market have good prospects for development. 


III. There Are Good Prospects in Serving Rural Areas 


Rural areas provide a large market. The purchasing power of the rural areas 
increased drastically over the past 2 years, while the demand for daily-use 
consumer goods and medium and small farm tools is increasing. Therefore, the 
prospects for the second light industrial system to serve the production and 
livelihood of the people in rural areas are good. 
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First, display advantages and develop in a big way the production of daily-use 
consumer goods. In order to serve rural areas it is necessary first of all for 
enterprises to display their own advantages and fully utilize local resources, 
technical advantages and the advantages of their own products so that they will be 
able to exclusively produce their own special products in large quantities and of 
high quality to strengthen their competitiveness and serve the rural market. For 
example, the electric appliance factory of Longjiang Count; is producing mini- 
hair blowers that are characterized by their small size, attracting style, low 
noise, good quality and low price. This product is very competitive against the 
products of well ove: 100 factories throughout the province. The blowers of this 
factory are marketed in cities and counties and output has increased from 80,000 
units last year to 120,000 units this year; yet these blowers are still in short 
supply. The second light industrial departme:t of this county has worked to 
display the advantages of this product and to constantly improve its quality. 

In addition, the department has also merged th... Tongfeng farm tools plant that did 
not have enough production tasks with this factory so as to expand productive 
force. This factory plans to produce 160,000 blowers this year to meet the needs 
in various places. 


Second, serve rural areas and restore the production of traditional small-scale 

cc modities and small farm tools. Under the influence of the “leftist™ thinking 
in the past, many second industrial enteprrises in many counties and towns vere 
constantly expanded while the system of the management of products was often 
changed. As a result, many machine-building plants and farm tools plants that 
were producing small-scale commodities and small farn tools have been squeezed 
ort. Statistics showed that most of the over 100 farm tools plants throughout the 
province are now no longer producing farm tools. Some enterprises that do not 
have enough production tasks or have almost suspended their production still do 
not want to restore the production of small farm tools, on the contrary, they 
would rather continue to incur losses because both the output value and profit of 
suall farm tools are low; sometimes, even engaging in the production of small farm 
tools does result in some losses. But other enterprises have persisted in serving 
agricultural production and they have been active in restoring the production of 
smail-scale commodities and small farm tools. These enterprises have overcome 
difficulties in production and have developed themselves in supporting agriculture. 
For example, the Linkou farm tools plant has persisted in serving rural areas by 
producing small-scale commodities and small farm tools. This plant still has work 
to do even when it is carrying out readjustment. The situation in this plant is 
excellent and it does not suffer losses. The Xiachengzi farm tools plant of 
Muling County began to make accessories for the mining industry and spare parts 
for the manufacturing industry several years ago. But during the current industrial 
readjustr-nt, this plant has less production tasks, its output has dropped and, 
consequently, it has suffered losses. This plant then sent people to visit big 
cities and mining enterprises in an attempt to secure production tasks, but was 
unsuccessful. At last it turned to rural areas to find a way out. It restored 
the production of a dozen types and varieties of the small farm tools and small- 
scale commodities that are urgently needed in rural areas and thus the situation 
of its production turned for the better. 


Third, display well supporting roles and serve the development of light industry. 
As light industry is now developing in a big way the production of cigarettes, 
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wines, sweets, foodstuffs and the new and old “three big pieces," the second 

light industrial enterprises can display their supporting roles in packaging and 
producing spare parts and, in this way, they will be able to make progress in 
developing the light industry. For example, the several varieties of the wines 
produced by a winery in Fuyu County are in demand in many places at home. The 
higher-level light industrial department has invested in this winery so as to 
expand facilities and productive force. The second light industrial department 

in this county took advantage of this and organized the various enterprises 
concerned to do packaging work for this winery. The hardware plant which is 
producing bottle tops for the winery, makes 0.001 yuan profit from each top. 

It is a meager profit, but the winery needs an enormous amount of tops; this 

year it needs more than 6 million tops. In the first half of last year, this plant 
which is staffed by more than 40 people lost 4,000 yuan. Following the production 
of bottle tops, it was able to make up for the losses and register more than 

6,000 yuan profit. The profit in the first 4 months of this year was almost 

3,000 yuan. 


Fourth, undertake semifinished processing and produce accessories for complete 
sets of equipment of the same trades. A considerable number of enterprises of the 
second light industrial system are characterized by low technical level, weak 
industrial foundation and poor quality pruducts that do not sell well. But such 
enterprises can make use of the advantages of their local resources and of their 
existing equipment and conditions to undertake semifinished processing work for 
enterprises within their trades and units in developing the production of daily- 
use consumer goods. Yor example, the leather tannery of Beian County has been 
combined with the leather tannery of Qiqihaer, Heilingjiang Province. The former 
semifinishes pigskin which is later sent to Qiqihaer for final processing. 

There are many advantages after the merging of the two tanneries. The former has 
been able to solve the problem of having not enough production tasks while the 
latter has been able to solve the problem of having not enough capacity for semi- 
finished processing. In addition, the quality of pigskin has been improved and 
transportation cost has been cut down. The second light industrial enterprises 

in counties and towns can be combined with those in the same county or with those 
in other counties within the province. Such method can also be expanded by combining 
enterprises in several provinces. 


Fifth, develop service and repairing trades. There is enormous amount of work 
in counties and towns for repairing and serving daily-use consumer goods. Such 
work in rural areas is also increasing. In particular, with the improvement 
in people's standard of living and the increase in the purchasing power in rural 
ireas, the types of items used in repairing and servicing will continue to increase. 
For example, it is true that the work for repairing and serving TV sets, washing 
machines, recorders and digital watches in counties and towns is not enormous at 
present. But to examine it from the point of view of development, the volume of 
such work will gradually increase and such work is indispensable. Therefore, it 
is necessary to make early preparation in this aspect such as training techni- 
ians, adding special equipment and smoothing out the channel for the purchase and 
sale of spare parts to meet the needs in the development of repairing trades. 


'n order to serve rural areas, it is necessary first of all to understand the 
ituations in rural areas. It is also necessary to carry out meticulous study and 
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investigations and to understand the needs so as to proceed from reality in carrying 
out readjustment. We must follow the features of the collective economy and run 
well collective enterprises. While it is imperative to rely on policies in 
developing agricultural production it is also necessary to do so in developing the 
collective economy in counties and towns. Agricultural production has been 
developed through the introduction cf responsibility system and consequently a 
similar system must be introduced in industrial production. When conditions 
permit, all enterprises must follow the example of rural areas in introducing the 
responsibility system of linking remuneration to output or the method of floating 
wages on the basis of profit retention that is being implemented by a tent and 
shed factory in Jiamusi City. We must implement well the party's policies for the 
collective economy, stop the practice of indiscriminately transferring resources, 
guarantee that the ownership of the collective economy will not be violated, do 

a good job in distributing according to labor, carry out the system of team and 
group accounting and responsibility for one's own profit and loss, form smaller 
accounting units and improve the managemen: of enterprises. The departments 
concerned must support the second light industrial enterprises in counties and 
towns with regard to funds, loans and the distribution of materials. Preferences 
must be given in the way of tax revenue with regard to enterprises that are 
producing small-scale commodities and small farm tools but have registered losses. 
The producer prices of some small-scale commodities must be ‘properly adjusted if 
the costs of such products have increased because of higher prices of raw materials. 


CSO: 4006/204 
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INDUSTRY 


LIAONING LIGHT INDUSTRY PRODUCTION INCREASES 
0W261242 Beijing XINHUA in English 1214 GMT 26 Dec 81 


[Text] Shenyang, 26 Dec (XINHUA)--Liaoning Province, a major heavy industrial 
center of China's, is producing more and better machines and other products for 
light industry as part of the present economic readjustment, according to provincial 
authorities. 


The province's light industrial output value increased from 26.7 percent of the 
total industrial output value in 1978 to 37 percent at the end of October this 
year. Im 1979 Liaoning began changing its industrial system which overstressed 
heavy industry. 


Still a major producer of machinery, iron and steel, electricity and coal, Liaoning 
now has become famous for some light industrial products. Twenty-four ready-made 
garments made in Liaoning won prizes at the national garment sales exhibition in 
Beijing last September. Liaoning placed second in the number of prize winning 
products only to Shanghai, China's most important garment producing center. 


The Anshan iron and steel complex, biggest in China, in the first 10 months of this 
year produced 2.07 million tons of steel sheets, wire rod and strip steel for 
manufacture of light industrial goods. This accounted for 58.5 percent of the 
complex's total output of rolled steel, a big shift from its tradition of producing 
almost exclusively for heavy industry. 


In the past, provincial authorities said, Liaoning needed an annual cverage of 
170,000 tons of rolled steel, only 3 percent of its total, to expand light industry. 
Even though, the province had to depend on other provinces or abroad to meet the 
needs of light industry because government distribution channels earmarked almost 
all steel produced in Liaoning to purposes other than light industry. 


The province's machine building plants have in the past 2 years produced 27,000 
peices of special equipment in over 53 varieties for light industry. More than 
200 kinds of chemical products, or 40 percent of the total the province produces, 
are used in light industrial production. 


Heavy industrial plants are now encouraged to produce whatever consumer products 
they can for the market. About 200 heavy industrial plants in Shenyang, Anshan, 
Dalian and five other industrial cities last year produced consumer products worth 
150 million yuan (RMB). 
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Heavy industrial plants are also asked to help in the training of personnel for 
light industrial plants and in their technical renovation, said provincial 
authorities. In Shenyang, more than 50 key problems in light industrial production 
were solved as a result of citywide cooperation between heavy and light industries. 
The cooperation has enabled the city to produce an additional 3,700 designs of 
light industrial products. 


Liaoning has established 187 corporations by merging light and related heavy 
industrial plants that streamline production of major light industrial products. 

An additional 429 heavy-light industrial entities, which are more loosely organized, 
have been set up for the same purpose. 
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INDUSTRY 


BRIEFS 


JILIN LIGHT, TEXTILE INDUSTRIES--By the end of November, Jilin Province had 
fulfilled 98.7 percent of the annual light and textile industrial output value 
plan. [SK132140 Changchun Jilin Provincial Service in Mandarin 2200 GMT 12 Dec 81] 


HEILONGJIANG INDUSTRY--Heilongjiang Province’s industrial output value in November 
was a record high. Industrial accumulation in the January-November period was 

2.7 percent more than the corresponding 1980 period. In November, the province 
produced some 58,000 tons of sugar. [SK1011z23 Harbin Heilongjiang Provircial 
Service in Mandarin 1100 GMT 9 Dec 81] 


HEILONGJIANG INDUSTRIAL PRODUCT {ON--Industrial departments in Jiamusi Municipality, 
Heilongjiang Province, have fulfilled the 1981 annual production plan by 15 December. 
By that date, the municipality had produced industrial goods worth 1,040,480,000 
yuan--480,000 yuan more than called for by the plan. About 60.8 percent belongs 

to the light industrial sector, compared with 67.2 percent in 1980. [SK170932 
Harbin Heilongjiang Provincial Service in Mandarin 2200 GMT 16 Dec 81] 


LIAONING LIGHT INDUSTRIAL OUTPUT--In the first 11 months of 1981, the light 
industrial output value increased 14.8 percent over the corresponding 1980 period-- 
a national record. The proportion of light industry in the province's industry 
increased from 32.4 percent in 1980 to 37.2 percent. [SK140230 Shenyang Liaoning 
Provincial Service in Mandarin 1100 GMT 13 Dec 81] 


GUANGDONG INDUSTRIAL PRODUCTION STATISTICS--According to the Guangdong Provincial 
Statistical Bureau, in November, the industrial production of the province set a 
record. The industrial output vaiue for the month totaled 2.19 billion yuan, an 
increase of 14.5 percent over the same period last year, and 6.9 percent over 
October. This was the highest monthly output value figure since the beginnirs of 
this year. The production in light industry increased by a large scope while the 
production in heavy industry made progress. According to statistics, the output 
of light and heavy industries in November increased by 6.8 and 7.2 percent respec- 
tively over October. In November, some 46,200 tons of sugar was produced, an 
increase of 38,000 tons over the same period last year. The growth in production 


foodstuffs was also significant. The output of coal increased by 7 percent over 
October, and the output of metals and chemicals overfulfilled the year's output 
quotas. From January to October, the provincial industrial output value totaled 
22.33 billion yuan, which was 95.6 percent of the year's plan and an increase of 


i0.6 percent over the same period last year. The output value of light industry 
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increased 15.7 percent and heavy industry 2.2 percent. The volume of goods and 
passenger transportation fulfilled 95 and 97 percent res; =ctively of the year's 
quota. [HK210904 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 
10 Dec 81] 


SHANDONG COMMUNE-BRIGADE ENTERPRISES ACHIEVEMENTS--Commune-brigade-run enterprises 
throughout Shandong Province have made steady progress in production structure 
readjustment. Their 1981 output value surpassed the 1980 figure by 3.5 percent 
and thei: light industria] output value by 14.9 percent. [SK180927 Jinan Shandong 
Provincial Service in Mandarin 2300 GMT 17 Dec 81] 


SHANDONG LIGHT INDUSTRIAL OUTPUT--Shandong Province has achieved faster development 
in the first light industrial production. In line with the state's plans, the 

first light industrial enterprises across the province have produced many daily 
commodities urgently needed by markets. By early December, the province preful- 
filled its annual production plan for the 24 major products, including sewing 
machines, wristwatches, cigarettes, wine, beer, sugar, soap, detergent and matches, 
by from 20 days to 1 month. Their output surpassed that of the corresponding 1980 
period by from 13 to over 50 percent. Their profit accumulation and taxes paid 

to the state also surpassed the figure of the corresponding 1980 period by 20 
percent. [SK180927 Jinan Shandong Provincial Service in Mandarin 2300 GMT 17 Dec 81] 


SHANGHAI INDUSTRIAL OUTPUT--Shanghai's total industrial output value in November 
1981 was 1.5 percent above that of October 1980 and 7.8 percent above the output 
value of November 1980. The city government urges the industrial department to 
achieve a 3 percent annual increase in total industrial output value this year. 
However, the city's total industrial output value in the first 11 months of this 
year increased by only 2.4 percent compared with the first 11 months of 1980. 
[Shanghai City Service in Mandarin 1130 GMT 3 Dec 81] 


FUJIAN INDUSTRIAL OUTPUT--The total industrial output value for the January-November 
period in Fujian Province was 7.25 billion yuan, an increase of 6.1 percent over 

the same period last year. The province's total industrial output value for 
November was 718 million yuan, an increase of 5.9 percent over that of October and 
14.5 percent over that of the same period last year. [0OW120217 Fuzhou Fujian 
Provincial Service in Mandarin 1120 GMT 5 Dec 81] 


HEILONGJIANG INDUSTRIAL OUTPUT VALUE--The provincial people's government held a 
telephone conference 22 December to urge industrial and communications departments 
in the province to make proper arrangements for next year's production. In the 
first 11 months of 1981, the province fulfilled 20.67 billion yuan of the industrial 
output value plan, a 2.7 percent increase over the corresponding 1980 period. 

The major problems of the industrial and communications departments this year are 
inefficiency, greater deficits and declining production. [SK230819 Harbin 
Heilongjiang Provincial Service in Mandarin 2200 GMT 22 Dec 81] 
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CONSTRUCTION 


MORE HOUSES BUILT IN XINJIANG'S COUNTRYSIDE 
0W281248 Beijing XINHUA in English 1225 GMT 28 Dec 81 


[Text] Urumqi, 28 Dec (XINHUA)--Of the two million peasant households in the 
Xinjiang Uygur Autonomous Region, 60,000 have built new houses this year with a 
total floor space of six million square meters, according to the regional capital 
construction department. 


To aid their construction, the central government allocated 23,000 cases of plate 
glass to Xinjiang this year, an increase of 50 percent over last year. 


The department said the new rural economic policies of extending private plots, 
orchards and livestock for personal needs and the responsibility system of produc- 
tion have aroused the enthusiasm of the peasants and herdsmen to promote produc- 
tion. With more income, the peasants and herdsmen have not only built new houses 
but also bought television sets, recorders and wristwatches. 


Xinjiang has a vast territory and many nationalities. The climate there varies 

a great deal. A group to assess the rural housing designs was set up early this 
year by the region. Up to now, the group has selected 28 designs for different 

peoples in different areas of the region, the department said. 


In a pattern for the Uygur nationality, the house is designed to have bedrooms, 
a storeroom and special features for religious ceremonies. The design also 
features a large platform with a grape trellis in front of the house. 


Another design, one for the Turpan depression, the famed "fire land,” is for a 
house halt underground that can resist heat in summer and cold in winter. 


CSO: 1020/6] 
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CONSTRUCTION 


BRIEFS 


JILIN HOUSING LOANS--Jilin Provincial Construction Bank granted 10.5 million yuan 
to 19 cities and counties to build new houses in 1981. Together with the funds 
raised by housing departments, Jilin Province invested 25.54 million yuan in urban 
construction. Housing projects covering a floor space of 128,400 square meters 

are under construction. About 97,800 square meters will be completed by the end 

of 1981. About 2,051 staff families will move into new houses. [SK220916 Changchun 
Jilin Provincial Service in Mandarin 1100 GMT 21 Dec 81] 


HEILONGJIANG CAPITAL CONSTRUCTION--The capital construction front in Heilongjiang 
Province has made good progress while implementing the readjustment policy. The 
rate of construction projects completed in the first 10 months of 1981 increased 
5.9 percent was better than in previous years. Eighteen projects in the province 
won gold medals for good quality. This year the province reduced over i100 million 
yuan in capital construction by suspending and delaying 51 local projects. Invest- 
ment in heavy industrial projects was scaled down, while investment in cultural, 
educational, public health, scientific and technological, light and textile 
industrial and housing pro‘ects increased. [SK301114 Harbin Heilongjiang Provincial 
Service in Mandarin 1100 GMT 29 Nov 81] 


SHANDONG BUILDING MATERIAL OUTPUT--Shandong Province, by the end of November, 
prefulfilled and overfulfilled its annual production plans for 24 major building 
materials including cement, plateglass, tiles, sanitary ceramics and structural 
members. Of these major building materials, production plans for 17 products 

were overfulfilled by 4 to 50 percent. [SK160531 Jinan Shandong Provincial Service 
in Mandarin 2300 GMT 14 Dec 81] 


RURAL HOUSING CONSTRUCTION--Beijing, 20 Dec (XINHUA)--New housing built in the 
Chinese countryside is expected to reach a total floor space of 600 million square 
meters this year, according to the State Capital Construction Comm ssion here. 
This will be 100 million square meters more than last year, or 1 aid 1/2 times 
the combined figure of 1978 and 1979. This means that in the 4 yeirs since 1978 
a total floor space of 1,500 million square meters of new housing |\ave been put 
up in the rural areas, an increase of nearly 2 square meters for eich of the 800 
million Chinese peasants. The rural housing construction boom, a svokesman of the 
commission said, is «xpected to last for a few years as a result of the thriving 
rural economy, and it will change the present look of the Chinese cowntryside. 
[Beijing XINHUA in English 0710 GMT 20 Dec 81} 


TIANJIN EARTHQUAKE VICTIMS’ REHOUSING--Tianjin, 21 Dec (XINHUA)--Thirt.-three 
thousand Tianjin families who had lived in makeshift quarters since the 1976 
errthquake had moved into new housing by 20 December, according to munic.val 
authorities. The Tianjin Municipal Communist Party Committee and the Tain‘in 
Municipal People's Government planned to house all residents affected by th quake 
and pull down all shacks by the end of the year, and this has been realized. 

Thanks to the concerted efforts of construction workers, 48,000 flats with a 

total floor space of 2.54 million square meters and corresponding public facilities 
were completed by 10 December. [0W231311 Beijing XINHUA in English 1253 GMT 

21 Dec 81) 
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FOREIGN TRADE 


IMPORTATION OF ELECTRONIC PARTS QUESTIONED 


HK281212 Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 11, 15 Nov 81 
p 80 


[Article by Zhu Zhencheug [2612 7201 2490): “The Disadvantages in Importing 
Large Quantities of Sepsrate Parts for Complete Sets of Consumer Electronic Products” |] 


[Text] In recent years, there was first an “import fervor" for consumer electronic 
products such as television sts, tape recorders and so on. This did not last 

very long, as it faced many unt.vorable comments from all sides and thus, import 
restrictions were imposed. However, no restrictions were imposed on the import 

of the separate parts for these products. Thus, immediately in the wake of the 
passing of the “import fervor" for complete sets of such products, an "import 
fervor” for the separate parts of these products followed. There is indeed a 
difference between the import of complete sets of such products and that of 
separate parts. The difference, nonevheless, is quite insignificant. The importa- 
tion of various separate parts was just a different form used for the purpose of 
circumventing the restriction, imposed by the state, on importin; complete sets 

of such products. In essence, it was oily disguised importatio~ of complete sets. 
The impact the two forms of import had nm both the domestic market and the develop- 
ment of industry were basically the sam:. The fact that two upsurges of “import 
fervor" appeared within the short span «f less than 2 years is a matter very much 
worthy of our attention. 


lust like the import of complete sets o![ products, the emergence of the import 
of separate parts is by no means sometting accidental. By and large there are 
three reasons for this: First, our dovestic products of this kind cannot meet 
the needs of the masses either quantitatively and qualitatively, or there is a 


shortage of supply in the market; second, such products in foreign markets are 
cheaper than those on the domestic m rket, and importing these parts, which are 
quite easy to assemble, brings sizatle profits; and thirdly, for certain enter- 
prises which are worried by their vadercapacity production, the importation of 


parts for assembling has proved tr be a short cut for expanding production. 


if these are regarded as the reasons for importing the separate parts as well as 

the ivantages for doing so, 'e must not overlook the disadvantages, especially 

th ‘ative influence on s’milar domestically produced products. We may as well 
ission on the *aree points mentioned above: 
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1) The failure of supply to meet demand in the market actually should be a 
stimulus to the acceleration of industrial development. Instead of making full 
use of this motive power to spur domestic production, we generously open our vast 
market, which the foreign traders have been coveting for a long time, to "imported 
goods." As a consequence, these goods are allowed to be dumped on the market 
without restriction dampening the development of domestic production. It must 

be said that this is an economic miscalculation. 


2) It is quite evident that the import of separate parts yields considerable 
profits. However, with the exception of a small part of the profits which represent 
the earnings from assembly and processing, the majority of the profit is, in 
essence, a distribution of income resulting from the difference between the domestic 
and foreign market prices, which has much to do with foreign exchange rates (aside 
from profits, there are also related taxes and service charges). These are not 
really production profits. When we speak of making money, in this case, it is the 
foreign merchants who make money from us, leaving us tc make money from ourselves. 


Furthermore, profit and loss in the import and export “wsiness should be assessed 
in relation to the overall economic performance of foceign trade. It is inappro- 
priate to assess the profits from imports without counting the losses from exports. 
In the current circumstances of having to incur a certain number of foreign debts 
due to the shortage of foreign exchange funds on the part of the state, it is 
obviously unwise to spend our foreign exchange funds, which have been so difficult 
to earn, on the importation of separate parts. 


3) It is obvious that the importation of separate parts has opened a new avenue 
for increasing production in certain “underfed" enterprises. However, the majority 
of the separate parts imported, with the exception of a few key component parts, 
could have been produced and assembled into complete sets of equipments domesti- | 
cally, and those factories which are capable of producing these parts are, at the 

moment, very worried over their being “underfed." Regardless of whether or not 

these parts can be produced domestically in our country, the importation of these 

parts in large quantities is no different from assisting foreign merchants to rob 

our own parts producers’ of their "rice" [business, livelihood, good orders]. 

It must be realized that the labor input needed for assembling imported parts is 

not large in quantity (meaning there isn't much "rice"). In contrast, the labor 

input required for producing those parts that are to be produced domestically is 

much larger in quantity (thus there is much more "rice"). Therefore, this implies 

that more “rice” is provided from some assembling plants at the expense of certain 
part-producing plants which are provided with less. Taking the electronics 

industry as a whole, it is more appropriate to say that production has been decreased 

rather than increased. 





To sum up, it seems that from the view of alleviating the market pressures and 
meeting the current needs of the masses, the importation of separate parts is 
beneficial. Nevertheless, from the standpoint of guarding and supporting the 
long-term benefits to national industrial development, it is obviously not 
beneficial. In weighing the advantages and disadvantages, it should be said that 
tere are more disadvantages than advantages. 
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FOREIGN TRADE 


BRIEFS 


LIAONING UPGRADES INDUSTRY--Shenyang, 24 Dec (XINHUA)--Liaoning Province, a leading 
industrial center of China's, has made use of U.S.$70.12 million from foreign 
investment and funds since 1979 to revamp 295 existing industrial enterprises, 
according to figures released by provincial authorities. The money came mainly 
from processing and assembly work with supplied materials, production and manage- 
ment in cooperation, and compensatory trade. Thirty million U.S. dollars of the 
foreign funds were used to import up-to-date techniques and equipment to upgrade 
the province's textile industry. Included were 40,000 spindles for cotton and 
woolen mills, printing, dyeing and finishing equipment. Second priority in allo- 
cation of the funds has been the light and electronic industries. [Text] [0W240758 
Beijing XINHUA in English 0733 GMT 24 Dec 81] 


GUANGDONG PREFECTURE EXPORT PLAN--By 20 October, Foshan Prefecture, where Guangdong's 
foreign trade is comparatively developed, had overfulfilled this year's plans for 
purchasing and exporting foreign trade products, representing respectively a 29.8- 
percent increase and 21.2-percent increase over the same period of last year and 
reaching record levels for the same period. In 12 counties and municipalities of 
the prefecture, purchases far exceeded the projected progress, and Jiangmen, Foshan, 
Zhongshan, Sanshui, Xinhui, Kaiping, and Enping counties and municipalities fulfilled 
their annual projected tasks. Both the volume of fresh commodities exported to 

Hong Kong and Macao, such as pigs, chicken, ducks, pond fish, and vegetables, and 

the amounts of exchange received increased by big margins over the same period of 
last year. Among exports of manufactured goods, textile goods, light industrial 
products, and ceramics handicrafts increased more than 40 percent. For example, 
steel furniture, wooden furniture, paper, paper products, ceiling fans, artificial 
cotton material, artificial cotton goods, and clothing increased in terms of 


purchase value and slowed a progressive growth of more than 50 percent. [Text] 
[Guangzhou NANFANG RIBAO in Chinese 6 Nov 81 p 1] 9780 
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LABOR AND WAGES 


WORKERS‘ ROLE AS MASTERS IN ENTERPRISES EXAMINED 
Shanghai JIEFANG RIBAO in Chinese 6 Nov 81 p 1 


[Article by JIEFANG RIBAO commentator: “Establish Workers’ Position As Masters in 
Enterprises"™] 


[Text] What attitude should administrative leaders of an enterprise take toward 
implementation of the workers congress system? To this question a very good answer 
has been given by the director of the Zhonghua Shipyard. He genuinely and sincerely 
relied on the workers congress, enthusiastically supported the workers as masters, 
and conscientiously accepted mass supervision, with the result that the “calamity- 
stricken” pliant has undergone changes. This instance is of educational significance 
to both enterprise leaders and administrative cadres. 


Our party has always maintained that the masses of the people are masters of history 
and makers of history. A\,‘tex; the smashing of the "gang of four," and particularly 
since the Third Plenum, the party Central Committee he« time and again emphasized 

that all enterprises without exception should practice democratic management, insti- 
tute and perfect the workers congress system, and organize and support the worker 
masses as masters. The workers’ positions as masters and the democratic management 

of enterprises are not personal favors but are determined by the character of socialist 
ownership. Laborers should take part in administering the state, managing enterprises 
and managing culture and education. Why do some workers have a blunted sense of 
responsibility as masters and take the attitude of an "onlooker" regarding the affairs 
of their enterprises? The reasons are multiple. An important one is that these workers 
do not feel or seldom feel that they are masters of enterprises. Without changing 
this state of affairs, workers’ enthusiasm cannot be brought into play, the correct 
principles and policies of the party cannot be satisfactorily carried out and a lot 

of things are difficult for the enterprises to do with good results. The workers 
congress system should be implemented and perfected with a view to establishing the 
workers’ position as masters in enterprises and to letting workers take part in making 
policy decisions, managing the enterprises’ important affairs and exercising super- 
vision over cadres. When they are masters in the true sense of the word, they will 

be able as masters to bring their wisdom and creativeness into play and work as 

one to run our enterprises successfully. This has been demonstrated by the case 

of the Zhonghua Shipyard, which relied on the masses for bringing order out of chaos 
and changing its face. 


There are some comrades who confine their views to negative aspects among the workers, 
not realizing that the genesis of these negative aspects is often inseparaable from 
the attitude of those leaders who show no respect for the position of the workers 
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aS masters and pay no attention to their enthusiasm, inseparable from the laxity 
and weakness in ideological and political work. Some comrades are afraid of being 
criticized by the masses or of excessive demands from the masses. They have mis- 
givings that the workers congress will be easy to "get off to a start but difficult 
to wind up." This view is incorrect. The masses have definite ideas about whether 
cadres are good or not. There are some people who may present problems that will be 
difficult to resolve, but if education is intensified, matters are reasoned out 

and they are properly guided, they will show good sense and take a proper attitude. 
There are some comrades who are afraid that democratic management will hinder central- 
ized, unified command of enterprises. Just the contrary. Only on the basis of 
extensively manifesting democracy by safeguarding workers’ democratic rights can 
there be genuine centralized leadership and can centralized leadership be provided 
with a strong mass foundation. For this reason, we must change "fear" into “rely” 
and, like the administrative leading cadres of the Zhonghua Shipyard, fully respect 
the workers" position as masters, genuinely and sincerely rely on the masses, firmly 
support the workers congress, listen to mass criticism with an open mind, conscien- 
tiously accept mass supervision, and consult the masses when any question arises. 

In this way, the enthusiasm of the masses can be brought into fuller piay and the 
wisdom and strength of the masses can be concentrated in order to run «%rerprise 
affairs successfully. ‘ * 


If the workers are allowed to become masters and manage enterprises in ,. democartic 
way, the leading bodies of enterprises must put the relationship between master and 
servant in proper perspective. The administrative leaders of an enterprise are in 
charge of production management on the one hand, and public servants of the people 
on the other. The worker masses are laborers who should accept the command of 
enterprise administration on the one hand, and masters of socialist enterprises who 
enjoy the democratic rights of masters on the other. Such is the dialecticai unity 
of the internal relationship of socialist enterprises which finds expression in the 
integration of the system of factory director's responsibi:sity under party committee 
leadership with the workers congress and in the combination of party committee 
leadership, factory director's command, and mass supervision. 


It is the characteristic of socialist enterprises as well as their superiority. 

Only by heightening fundamental knowledge of the workers congress can one conscientiously 
promote thie system and ideologically keep pace with developments and march in step 

with the party Central Committee. 


7 a 
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LABOR AND WAGES 


SHAANXI CIRCULAR ON WORK ATTENDANCE DURINC HOLIDAY 
250916 Xian Shaanxi Provincial Service in Mandarin 2300 GMT 21 Dec 81 


[Text] The Shaanxi Provincial People's Government recently issued a circular on 
maintaining good work attendance during the new year-spring festival period, so 
as to strive for continuous production and ensure that the output quota for the 
first quarter of the new year will be fulfilled on schedule. The leaders of the 
industrial and communications fronts at all levels must firmly promote production 
starting from the beginning of the new year. The circular demanded: 


l. All industrial and communications enterprises must seriously organize all 
staff and workers to study the government work report by Premier Zhao Ziyang at 
the fourth sessioa of the Fifth NPC, understand the existing excellent existing 
situation and enhance their enthusiasm in promoting industrial production in a 
practical manner. The production in January and February must fulfill the planned 
quotas at the proposed speed. 


2. Ali units and departments must observe state regulations and must not indis- 
criminately extend their holidays, nor take long leave during the new year-spring 
festival. They must systematically arrange the staff and workers returning home 
for reunion and avoid too many of them taking leave at the same time so that 
production will be able to continue during the holiday. Production and enterprises 

of a continuous nature must not stop production during the holiday. Transport and 
communications departments must arrange transport before and after the spring 

festival. Industrial and communications departments must produce more marketable 

products to meet the needs of the market, and suitably arrange overhauls of equip- 

ment. All industrial and communications enterprises must demand that all staff 

and workers go to work on time, do a good job in production and avoid slackness 

in work. 


3. Leaders at all levels must concern themselves with the well-being of the 
masses, and a*:ach importance to production safety and security work and do a good 
job in fightir., fires, the effects of the cold and accidents. 


4. We must practically do a good job of ideological and political work and teach 
the staff and workers to stand fast at their posts and to try hard to fulfill 
their tasks. The leading cadres at all levels must set examples and go down to 
the grassroots and to the forefront during the holiday, to spend it with the staff 
and workers and to promote production. We must enforce labor discipline in regard 
to those staff and workers who stay away from work without leave or good reason. 
As for criminals who violate the law, we must strictly punish them. 
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LABOR AND WAGES 


BRIEFS 


JILIN LABOR SERVICE--Since the 3d plenary session of the llth Party Central Committee, 
Jilin Province has established 92 labor service companies and 221 labor service 
centers. There is a labor service network in the province. Some 200,000 urban 
and rural youths and social labor forces are engaged in collective production and 
temporary labor, production services and business training under the administra- 
tion of these service companies. Since 1979, labor service companies at all 
levels in the province have run 487 collective enterprises and provided jobs to 
35,000 youths. According to incomplete statistics, enterprises run by labor 
service companies in nine municipalities gained 158.48 million yuan in the first 
6 months of this year. [SK250620 Changchun Jilin Provincial Service in Mandarin 
2200 GMT 24 Nov 81] 


HEILONGJIANG TRADE UNION FORUM--The provincial and Harbin municipal trade union 
councils held a forum of model workers 19 December to relay the guidelines of the 
fourth session of the Fifth National People's Congress. Chen Jianfei, secretary 
of the Provincial CCP Committee, spoke at the forum. (Shi Qing), chairman of the 
Provincial Trade Union Council, presided over the forum. [SK201027 Harbin 
“eilongjiang Provincial Service in Mandarin 1100 GMT 19 Dec 81] 
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TRANSPORTATION 


THREE NEW BERTHS BEGIN OPERATION IN TIANJIN HARBOR 
OW261322 Beijing XINHUA in English 1237 GMT 26 Dec 81 


[Text] Tianjin, 26 Dec (XINHUA)--China's first container berth capable of handling 
100,000 standard containers annually and two general cargo berths capable of 
handling 670,000 tons went into operation yesterday at Tianjin harbor, one of 

the largest in north China. 


Meanwhile, the first stage of the project to widen the harbor's main navigation 
channel has been completed. The channel is now 120 meters in width, twice as wide 
as before. 


The harbor now has twenty-five 10,000-ton berths and handles 12 million tons of | 
cargo annually. Tianjin is second only to Shanghai in volume of export and import | 
of general cargo goods it handles. Every year it accommodates more than 1,600 
Chinese and foreign cargo ships. 


Built along with the three new berths were warehouses with a total floor space 

of 19,164 square meters, piling y.urds covering 163,553 square meters and auxiliary 
buildings of 7,900 square meters, water, electricity, heat and communications 
facilities. 


The container berth is equipped with two loading and unloading bridges designed 
and made in China. There are rubber-tired gantry cranes and other container 
piling machinery. The berth, with a wharf line of 380 meters, can accommodate 
a container ship carrying 1,300 standard containers. 


Construction on the container berth began in 1975 and it has been in trial opera- 
tion for 1 and 1/2 years. Its efficiency is nearly three times that of a general 
cargo berth. 


Another three container wharves are under construction at Tianjin harbor and are 


scheduled to be ready before 1985. Container shipping routes now row between 
Tianjin and Australia, Japan, the United States and Hong Kong. 
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TRANSPORTATION 


BRIEFS 


JILIN TRANSPORTATION--Jilin Province has prefulfilled the annmial cargo .ransporta- 
tion plan as a result of implementation of responsibility systems. [SK132140 
Changchun Jilin Provincial Service in Mandarin 1100 GMT 12 Dec 81] 


SHANDONG HIGHWAY BRIDGE--Jinan, 6 Dec (XINHUA)--The two sections of ti» Yellow 
River bridge at Jinan, Shandong, were joined in the afternoon of 6 December. 

The highway bridge has a span of 488 meters and, with the approaches, totals 
2,022.8 meters, the longest in China. Located in the northern suburban area of 
Jinan, the bridge is 19.5 meters wide. The whole project, which took 3 years to 
complete, is up to standard for speed, quality and economy. [Beijing XINHUA 
Domestic Service in Chinese 1143 GMT 6 Dec 81] 


SHANDONG NEW PORT--The Shijiu Port construction project will begin next year after 
a year's preparatory work, including construction of 13-kilometer long power 
transmission lines, 15-kilometer long water-supply pipes, 14-kilometer long roads, 
over 20,000 scuare-meter houses and four concrete-mixing grounds. Shijiu Port 
will be built with a long-term loan from the Japanese Government. The port is 
east of Rizhao County, faces Huang Hai and has deep water and good weather condi- 
tions. Upon completion, Shijiu Port will be able to berth a 50,000-ton vessel 

and a 10,000-ton vessel. [SK132145 Jinan Shandong Provincial Service in Mandarin 
2300 GMT 12 Dec 81] 


SHENYANG-HONG KONG CIVIL AVIATION--Civil aviation between Shenyang and Hong Kong 
started on 19 December 1981. The first flight was at 1100 19 December at the 
(Dongta) Airport in Shenyang Municipality and would land in Hong Kong via Beijing. 
Tourists from Hong Kong would take this plane to visit northeast China. [Shenyang 
Liaoning Provincial Service in Mandarin 1100 GMT }9 Dec 81] 
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GENERAL 


REGULATIONS ON DEVELOPMENT OF INDIVIDUAL BUSINESS DESCRIBED 
Nanjing XINHUA RIBAO in Chinese 30 Oct 81 p l 


{Interview with a "responsible comrade" of the Jiangsu Province People's Government 
"recently": "The Development of Individual Economy and Collective Economy"™] 

(Text] The development of collective economy, ‘dividual economy in cities 

and towns is a question of concern to the masses. Recently, our reporter visited 

a responsible comrade in the provincial people's government, who gave clear-cut 
answers to questions asked by sur reporter. 


Question: What are the positions of collective enterprises, individual operators 
and their employees in cities and towns? 


Answer: Im our country, state economy end collective economy are the basic forms 

of socialist economy, and individual economy of laborers is a necessary supplement 
to the socialist public economy within certain limits. To let diversified economic 
forms and diversified modes of operation exist side by side over a long period of 
time under the fundamental premise of the predominance of socialist public ownership 
is a strategic policy decision of the party and state and is anything but an expedi- 
ency. Therefore, the departments concerned should adopt a positive attitude and 
guide, encourage, promote and aid the growth of collective economy and indivdual 


economy. 


The staff and workers of collective enterprises are part of the working class. 

Citizens engaged in individual operations are independent laborers supporting them- 
selves by their own labor. The employees of both collective enterprises and individual 
operators enjoy the same political treatment and social position as the staff and 
workers of enterprises owned by the whole people, and organizations such as the 
people's congress and the CPPCC should have their representation. The departments 

and units concerned should treat equally, without discrimination, the youths engaged 

in collective and individual operations when they join the army or enter a higher 
school. 


The length of service for individual operators is counted from the day they receive 
business licenses. Whereas the staff and workers of collective enterprises join 
various industrial trade unions, individual operators set up "laborers associations” 
that accept supervision of the departments designated by the industry and commerce 
department or the local people's government. 
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Question: What are the provisions for the scope of business and modes of operation 
in respect to collective enterprises and individual operators in cities and towns? 


Answer: All trades that are essential to the market and to the people's living needs 
should be vigorously developed according to plan. For the present, emphasis should 
be placed on service trades such as commerce, catering, tailoring, repairing and 
tinkering, on building construction, manual transportation, tourist trade, urban 
afforestation and breeding industries as well as on production of small commodities 
for daily use and handicrafts. 


Collective enterprises and individual operators may adopt flexible, diversified 

modes of operation such as processing imported materials, producing goods for sale, 
selling on commission, setting up stalls in the streets, and moving about to sell 
their goods. Individual operators may engage in transportation and marketing in cities 


and towns within the limits prescribed but they may not engage in wholesale business. 


Question: How should the problems of business sites, premises, funds, and credits 
for collective enterprises and individual operators in cities and towns be solved? 


swer: Governments at all levels should combine long-term plans with temporary 
r} ements and take active steps to solve the problems of business sites and 
premises for collective enterprises and individual operators. For the present, 
‘onstruction of city and town markets for farm produce and byproducts, small 
commodities markets and warehouses should be undertaken first of all. Proper arrange- 
ments should be made for commercial and service networks (including postal kiosks 
and savings posts) on the ground floor in busy streets. In accordance with the 
I s of people's cognate and provided traffic is not obstructed, sectors of 
lan hould be marked out to erect simple structures as business centers for collec-- 
tive and individual operators. In parks and tourist districts, the public park 
artment should lay out sites for setting up service networks for lease to 
Llective enterprises or individual operators. Civil air defense works already 
constructed which are suitable for business purposes should be leased to collective 
enterprises and individual operators according to plan for setting :p more service 
networks and developing handicraft production. In busy street areas, grassroots 
i inhabitants may be persuaded to make some street housing available for lease 
ce trades. Business networks and sites already approved may 
init. 


ired by collective enterprises and individual operators to develop 
‘ld be raised mainly by the enterprises and operators 
resources of laborers. In addition, funds may be 
gh the follc wine channels: 1) support money from local revenues; 
from the labor placement fund; 3) a “labor employment fund" 
erprises, institutions, administrative organs, and trade unions (whose 
‘kers have children waiting for employment) withc it decreasing state 
reasi: tate expenditure; use of this fund must be for a fixed 
may not be transferred elsewhere; 4) working loans 
rm equipment loans granted by banks according to 
terms of low interest for at least 2 years. 


ish accounts and handle account settlement for 
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terprises and individual operators which have business licenses. 





Question: Where do the goods handled by collective enterprises and individual 
operators in cities and towns come from? How are selling prices of finished products 
and taxation determine? 


Answer: The people’s governments and departments of commerce, supply-marketing, 

and good should conscientiously help collective enterprises and individual op itors 
open channels of goods supply. With regard to commodities, raw and subsidiary 
materials and fuels which fall into the category of planned supply, the departments 
concerned should determine, on the basis of the principles of unified planning with 
due consideration for all concerned and making preferential arrangements, the propor- 
tions of supply to collective enterprises and individual operations and give them 

the same benefit of price differential between wholesale and retail as they give 

the enterprises owned by the whole people. State commerce, supply-marketing and goods 
departments should set up more wholesale stores within the limits of operations or 
designate qualified retail stores to handle wholesale business, appropriately lower 
the wholesale starting-point, and make it convenient for individual operators to 
replenisn their stocks. The grain department should supply raw grain at parity 
according to plan and ration edible oil proportionately and at parity to individual 
eating establishments that have business licenses. When starting a business, collec- 
tive and individual eating establishments may borrow a certain amount of grain to 
Start with. The leftover bits and pieces of materials and waste goods in the hands 
of the industrial department and goods recycling departments may be supplied to 
collective and individual repair shops on a priority basis. 


] 
and under the guidance of state plans. For the present, stress should be laid on 

e development of collective trade warehouses, on expansion of handling operations, 
and on the business of purchasing, marketing, warehousing and transportation agencies. 


All commodities on the list of planned supply must resolutely be supplied at unified 
prices fixed by the state: processed goods made of raw and processed materials supplied 
at parity by the goods departments must be sold with reference to the unified prices 
fixed by the state. 


In order to encourage the handling of small commodities, it is necessary to enlarge 
appropriately the price differential between wholesale and retail. Im the case of 
commodities sold at negotiated prices, they can be bought and sold at the low price 
or the high price within the range of floating prices fixed by the price department. 
The price and the department in charge may draw up a list of unified reference prices. 
Or else, the buyer and seller may negotiate prices in light of market conditions. 


On the basis of the state taxation policy, collective enterprises and individual 
operations who have started a business since January 1980 may be given appropriate 
preferential treatment. In this respect, the provincial people's government has made 
clear provisions. Tax reductions and exemptions may be considered and approved by 
prefectures and municipalities entrusted by the provincial tax department. 


Question: How should the problem of sharing profits and distributing earnings and 
the problem of labor protection and welfare for workers in the case of collective 
enterprises in cities and towns be handled? 
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\‘nswer: Collective enterprises are to carry out the principle of operating on their 
wn and assuming responsibilicy for their own profits and losses, and they enjoy 
full treedom to make their own decisions under the guidance of state plans. 


Of the profits retained after payment of taxes, 70-80 percent should be set aside 
as enterprise accumulation, public welfare funds and reward funds; 20-30 percent 
should be delivered to the department in charge as overall funds to be used mainly 
for transforming collective enterprises, building new networks and developing 
collective welfare undertakings. 


With the exception of tax paid to the state in accordance with the tax law and fees 
paid in accordance with the provisions made by the governments at county level and 
above, no department or unit may indiscriminately collect fees or apportion materials 
and labor force in any name, 


Collective enterprises are to carry out the principle of distribution according to 
work and more pay for more work and determine the distribution level for their workers 
iccording to business conditions. In the case of enterprises established by laborers 
with tunds they raised themselves, part of the profits may be distributed as dividends, 
which may be slightly higher than the interest rates on bank deposits. 


Collective enterprises may employ retired workers who have technical skills and 
operating ubility for the purpose of giving new workers on-the-job training. During 
the period in which the retired workers are employed or give on-the-job training to 
apprentices, they shall retain their factory standing thus insuring that their monthly 
income is not Lower then what they originally got when they took up their occupation. 
‘tose ‘hnical workers who make greater contributions may be granted a technical 
nce not exceeding 30 percent of their original wages. The retired workers 

should still enjoy free medical service and other welfare benefits in their original 


The workers at newly established enterprises and individual operators should enjoy 
the same treatment in terms of grain and oil standards as the workers at the whole 
peonle's enterprises who work in the same area and do the same type of work. 


ctoeff ond workers at newly established collective enterprises, the 
rob ems cof medical treatment and retirement will not be undertaxen by 
should be solved under overall plans through the public 

_ ror he the department in cherge from collective enterprises. The 


bt bee rveeyh | ear n° ldvessed should be decided by the various districts, 

romditis, which should set the use standards according to the amovnts 

! , defray expenses according to the standards and keep expenses 
pts. In the case of individual operators, the problems of 


it ond retirement should be solved gradually under unified plans 
evelopment of social insurance business with insurance premiums paid 
| is connection, the people's banks, insurance comp 
bey yor © -oans may carry out some experiments. 


+: 


nmi leadership over collective enterprices and in 


reneyvciiene G . 





Answer: Collective enterprises operate on the basis of democratic centralism, with 
their staff and workers managing their own affairs and with the workers general 
meeting or workers congress deciding matters of production, operation, finance, 
distribution and personnel in a democratic way, giving full play to the rights of 
the workers as masters. 


The administrative leaders of enterprises may either be elected in a democratic 

way or appointed by the department in charge. Personnel outside the enterprise who 
have abilities in operation and management may be employed as administrative leaders. 
The administrative leaders of enterprises are accounta’ le to the workers general 
meeting or workers congress. 


fhe industry and commerce department should adopt the principle of combining guidance 
and control in dealing with collective enterprises or individual operators in cities 
and towns. 


Collective enterprises and individual operators in cities and towns must receive 
business Licenses; those not approved are not allowed to do business. Closing a 
business, changing trade, merging, and transferring business ownership must follow 
proper procedures according to provisions. 


The authority to issue business licenses is deleyated to municipalities (counties) 
and wards (towns). In the case of industrial production units which affect overall 
balance in a district, applications for licenses must be examined and verified by the 
municipal (county) planning committee before business the licenses can be issued by 
the industry and commerce department. 


All youths awaiting jobs whose names are on official census records in cities and 
towns may apply for individual operation. Retired staff and workers who have 
technical skills and experience urgently need by society may also apply for individual 
operation. With tlie approval of the industry and commerce department, individual 
operators may employ one or two assistants when necessary; those whose jobs are 

highly technical or sho have special skills may take on two or three but not more 

than five, apprentices. Before employing assistants or taking on apprentices, 
contracts should be signed setting forth the rights and obligations of both sides, 

the duration and the renumerction, and they should be confirmed by the industry 

and commerce department. 


People's governments at all levels must protect the proper business activities and 
the legitimate economic income and property of collective enterprises and individual 
operators according to the law, and no department or unit may interfere or carry out 
an indiscriminate transfer. 


The industry and commerce department should exercise strict supervision and check 
n markets, encourage observance of regulations and laws, stress credibility and a 
civilized way of doing business, and promptly rectify improper ways of operation g 
such as manufacturing in a rough and slipshod way, passing off inferior goods as 
superior goods, or giving short weight. Smuggling, speculation, cornering the 
market, evading taxes, manipulating prices, offering and accepting bribes--these 
law-breaching acts must be resolutely checked and combated. 
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In order to strengthen party and government leadership over collective and individual 
yperations, municipalities, counties, wards, and county towns may set up, as necessary, 
a highly efficient control organization to carry out the party's general and specific 
policies, coordinate the relationships of all sides, help clean out the channels of 
business, and solve concrete problems. At the same time, ideological and political 
work must be seriously carried out among the workers of collective enterprises and 
individual operators. These workers shoul.d be taught to adhere to the four basic 
principles of the party, carry out party's general and specific policies and impiement 


State laws and decrees. 
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GENERAL 


NEI MONGGOL'S ACHIEVEMENTS HAILED BY WANG DUO 
SK250804 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 24 Dec 81 


[Excerpts] According to our reporter (Wu Xinmin) and our correspondent (Wang 
Yicheng), on the afternoon of 23 December the Nei Monggol autonomous regional 
level organs sponsored a cadre meeting. Wang Duo, deputy to the National People's 
Congress and permanent secretary of the Regional CCP Committee, made a report 
relaying the spirit of the fourth session of the Fifth National People's Congress 
and urged the people of various nationalities in the region to earnestly implement 
the resolutions adopted at the NPC session and to study the government work report 
by Premier Zhao Ziyang. 


In his report, Comrade Wang Duo noted: Our regional deputies to the NPC session 
have borne in mind the region's situation in their discussions and have unanimously 
contended that since the 3d plenary session of the llth CCP Central Committee our 
region has been divorced from leftist errors in fostering a guiding ideology which 
governs economic construction. In line with the regional natural and economic 
characteristics, the region has set forth the economic principle of taking forestry 
and Livestock production as main tasks and developing a diversified economy. This 
principle is acknowledged by the central authorities and is widely supported by 

the people of various natioanlities. The principle has also paved a new road 
suitable to the region's situation. 


Comrade Wang Duo stated: In implementing the principle over the past 2 years, we 
have done much work and have scored remarkable achievements. Our region has reaped 
an all-round bumper harvest this year. Grain output may reach 10.2 billion jin, 

a more than 20 percent increase over the 1980 figure. Oil-bearing seed output is 
580 million jin, a 16 percent increase cver the 1980 figure. The region has 
planted 4.5 million mu of trees this year, a 30,000 mu increase over 1980 acreage. 
By the end of June, the region had 40.3 million head of animals. Individually- 
owned livestock reached 16.31 million head, a 48.5 percent increase over the 1980 
figure. The 1981 agricultural and livestock output value is expected to be 2.9 
billion yuan, a 12.5 percent increase over the 1980 figure. The regional light 
industrial production has steadily increased, and its output is expected to surpass 
the 1980 figure by 8 percent. 


The region has balanced its revenue and expenditures. Retail sales of commodities 
surpass the 1930 volume by about 7 percent. The people's livelihood has improved 
somewhat. During the January-September period, the region arranged jobs for 
189,000 urbanites. 
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Generally speaking, the cconomic situation is good. However, there are many 
problems in fulfilling the annual production plans. The principal problem is that 
the output value of heavy industry and collectively-owned industries is lower than 
the 1980 figure. The economic achievements of these industries are not very good. 
This has shown that the regional tasks to readjust the national economy remain 
arduous. In 1982, we shouid continue to implement the resolutions adopted at the 
6th plenary session of the llth CCP Central Committee and the spirit of the 4th 
session of the 5th National People's Congress. We should earnestly implement the 
economic principle of taking forestry and livestock production as our main tasks 
and developing a diversified economy while bearing in mind the region's situation 
and do a good job in economic readjustment to reorganize and develop our economy 
and stabilize our achievements. 


Shen Xinfa, vice chairman of the Regional People's Congress, presided over the 
meeting. Attending the meeting were leading comrades from the Regional CCP 
Committee, the Regional Peopie's Congress Standing Committee, the Regional People's 
Government and the Regional CPPCC Committee. Participants at the 10th meeting 

of the 5th Regional People's Congress Standing Committee also attended the cadre 
meeting and heard the report by Comrade Wang Duo. Among those who heard the report 
were responsible persons from departments under the regional level organs and 
cadres from units at all levels--over 1,300 persons in all. 
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GENERAL 


XIZANG CIRCULAR URGES SAFETY PRECAUTIONS 
HK280512 Lhasa Xizang Regional Service in Mandarin 1130 GMS 27 Dec 81 


[Excerpts] There have recently been a number of seriovs road accidents and fires 
in Xizang. In view of this, the regional people's government has issued a circular 
to all prefectures, municipalities and departments ai bureaus demanding that they 
strengthen safety work and put a stop to these sericus road accidents and fires. 


The circular said: Since mid-December, there have been some very serious accidents 

and fires in some places and departments. In view of the current situation in 

units which only pay attention to production and neglect safety, and where organi- 

zational discipline is slack and so on, it is demanded that all areas and depart- 

ments take effective steps to implement the principle put forward by Premier Zhou 

Enlai, “Production must be subordinate to safety," strengthen safety work, and put 

a stop to serious road accidents and fires. The circular put forward the following | 
demands: 


1. Units concerned, especially communications departments, must carry out educa- 
tion for their workers in safety and observance of rules and regulations. It is 
strictly forbidden to drive without a license or after drinking alcohol. 


2. All areas and units must carry out a major check on safety around the new 
year. The responsible comrades must take the lead in this activity, and the 
public security, economic and administrative departments must participate. 


3. It is necessary to step up fire precautions in party and government organs, 
oil stores, warehouses, archives halls, communications centers, factories and 
other essential departments and units. 


4. Carry out good f‘re precautions in the rural, pastoral and forest areas. 
Prefectures and municipalities must take effective steps in light of local condi- 
tions, and establish the necessary rules and regulations. 


5. Leading personnel who violate operating regulations and neglect their duties 
must be suspended. They must be dealt with seriously in accordance with party 
discipline and state law. 


6. The cadres, workers and masses must be taught to heighten vigilance and guard 
against enemy sabotage and disruption. 


CSO: 4006/204 
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GENERAL 


BRIEFS 


LIAONING COMMENDATION RALLY--The Liaoning Provincial People's Government sponsored 
a radio and television braodcasting rally on 1 December to commend advanced units 
and individuals who had emerged in the work to control product and work quality. 
The main rally site was in Shenyang Municipality, at which the Provincial People's 
Government commended 48 advanced units and named 225 products and 16 building 
projects as fine quality. Meanwhile, the Provincial People's Government presented 
them with citations and certificates at the rally. Deputy Governor Wang Guangzhong 
presided over the rally, and Deputy Governor Tan Liren delivered a speech in which 
he urged all enterprises to advance enterprise consolidation, steadily raise 
product quality and wage a “quality month" campaign in a down-to-earth manner in 


all production and project construction. [SK020908 Shenyang Liaoning Provincial 
Service in Mandarin 1100 GMT 1 Dec 81] 
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NPC DEPUTIES NOTE PROBLEMS THAT NEED SOLVING 
HK140343 Hong Kong WEN WEI PO in Chinese 14 Dec 81 p 2 


[Dispatch from correspondent Cheng Hsiang: "NPC Deputies Talk About 10 Achievements, 
Say Stress Next Year Should Be on Solving Five Problems" ] 


{Excerpts] Beijing, 13 Dec--The fourth session of the Fifth NPC formally concluded 
today. This was a national discussion meeting on China's current economic problems 
and future development orientation. 


The deputies soberly pointed out, there will still be many problems facing us next 
year: First, the birthrate is expected to show a big rise from this year's level 
of 1l per 1,000 to 14 per 1,000. This rise in the birthrate from its decline will 
counteract the advantages of economic development. Second, foreign trade losses 
may double from 2.5 billion yuan this year to 5 billion. This will greatly 
increase the state's burden (Note: foreign trade losses mean export subsidies 
provided by the foreign trade departments, not trade deficit). Third, inflationary 
pressure will remain very great, because there will be a 6 billion yuan gap between 
purchasing power for social commodities and available supplies of commodities in 
the markets; this gap will be greater than in the past 2 years. Fourth, the 
possibility of another big financial deficit cannot be underestimated, because as 
the finance minister has pointed out, the current basic financial balance is not 

at all consolidated. Fifth, the problem of juvenile crime remains a major issue 

in public order work in all provinces and municipalities. The deputies held that 
it is necessary to contonue to make very great efforts to overcome these diffi- 
culties. Therefore, while hailing the achievements, it is also necessary to soberly 
view certain unfavorable factors in order to better promote the country's social 
and economic development. 


With regard to Zhao Ziyang's proposal for reforming the State Council systen, 

the deputies held that this was an urgent task, because China's bureaucratic 
structure has become a stubborn obstacle to the country's social and economic 
development. Very many people who actively want to get something done have to 

go through a process of circulating around various government offices without 
result. Many deputies expressed two feelings with regard to Zhao Ziyang's reform 
proposals: Fervent support, and a hope that specific and effective measures could 
be adopted, to prevent the effort from being abortive. They all hoped Premier Zhao 
would act with resolve, vigorously wield the axe, and unswervingly carry through 
the work to the end; with those below following the example of those above, China's 
administrative system can become more efficient and rational. 


CSO: 4006/204 
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XUE MUQIAO ON ECONOMIC DEVELOPMENT 
HK110844 Hong Kong HSIN WAN PAO in Chinese 9 Dec 81 p 4 


[Dispatch: "Xue Muqiao Says That After 10 Years of Readjustment, China's Economy 
Will Develop by Leaps and Bounds in the 1990's"] 


[Text] Beijing, 9 Dec--Famous economist Xue Muqiao said that this year China has 
truly implemented the economic policy adopted by the third plenary session and 
that after 10 years of readjustment, China's economy will develop by leaps and 
bounds in the 1990's. 


Xue Mugiao added: Over the past 30 years, we committed leftist mistakes on several 
occasions in our economic work. The third plenary session held in 1979 put forward 
the eight-character policy to correct the leftist mistakes. After that our 
economic work entered a new historical period. However, during the 2 years from 
1979 to 1980, we did not succeed in reducing the scale of capital construction. 

On the contrary, we allotted a large sum of money to raise people's living standards. 
As a result, a huge deficit occurred. Since 1979, the development rate of light 
industry exceeded that of heavy industry. In 1980, light industry developed 
rapidly and heavy industry developed at a lower speed. The proportional relation- 
ship between agriculture, light industry and heavy industry thus changed markedly. 
Some of the guiding principles of the third plenary session have been realized. 

At the end of last year, the issue of substantially reducing the scale of capital 
construction and solving the problem of financial deficit were raised again at a 
work meeting held by the central authorities. We have adopted major measures in 
this regard which include: Borrowing money from various local financial bureaus, 
issuing government bonds and restricting bank credits. In so doing, the scale of 


ipital struction has been truly reduced and it is now reduced to a minimum. 
We have also slackened our efforts to raise people's living standards and stopped 
the practice of recklessly issuing bonuses. However, we have not done exceedingly 
well in this respect fhanks to these measures, we have succeeded in recovering 
the balance between income and expenditure. We have truly implemented the guiding 
principle of the third plenary session this year. 


While talking about the speed of economic gorwth, Xue Muqiao said: In the past, 

e growth cate of the total output value of our industry and agriculture was more 
lO percent. Although such a growth rate seems fairly high, it was somewhat 
ited. ue to the erroneous practice of lopsidedly secking the growth of 

tput value and blindly increasing production, the products we produced were 
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unmarketable and a great number of them were stored. These products were manufac- 
tured in a rough and slipshod way and were poor in quality. In 1979 and 1980, 

we carried out the reform of the system and things are now getting better and 
better. Although growth rate has been reduced, the present situation is better 
than that at the time when growth rate was inflated to more than 10 percent. 

This year's growth rate dropped again by 3 percent and this was closely cowu.ected 
with our efforts to reduce the scale of capital construction. Therefore, heavy 
industry has inevitably been affected. In particular, the growth of the engineering 
industry was very slow and its output value has a.~oped by more than 10 percent. 
This is a bad thing. But in the long run, it will be a zood thing. It has 
compelled factories and enterprises to reorganize themselves and amaigamate and to 
take this opportunity to carry out reform and innovation so tha. heavy industry 
will be able to switch to serving light industry. 


Xue Muciao added: The growth rate of heavy industry will be further reduced in 

5 to 10 years to about 3 percent, but the growth of agriculture and light industry 
will be further expedited. Some people said that this year our growth rate is too 
low and that it should be slightly increased next year. During the fourth quarter 
of this year, newspapers published some articles which called for higher speed. 

We should not be impatient for success and should avoid sharp increases and rapid 
decreases in the economy. During the sixth 5-year plan, it will be better for us 
to maintain the rate of industrial development at 4 pe.cent. It is good for us to 
set lower targets and overfulfill them in the course of production. We should 
avoid setting high targets. Otherwise, we will repeat the mistake of doing things 
in a rough and slipshod way. 


In conclusion, he said that after 10 years of economic readjustment and economic 


growth rate in the 1990's will reach 8 percent or so. In that period, our economy 
will develop by leaps and bounds. 
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REN ZHONGYI SPEAKS ON GUANGDONG ECONOMY 
HKO50415 Hong Kong WEN WEI PO in Chinese 5 Dec 81 pp 1-2 


[Correspondent's dispatch: "Ren Zhongyi Speaks on the Focal Points in Developing 
Guangdca>'s Economy" } 


[Text] Beijing, 4 Dec--Guangdong Provincial CCP Committee First Secretary Ren 
Zhongyi said at a group meeting of Guangdong NPC deputies today that Guangdong 
must henceforth strive to solve two accumulated weaknesses and two problems in 
its economic and social developments. 


The so-called two accumulated weaknesses are the serious deficiencies in energy 
and communications; and the two preblems are soaring prices and smuggling and 
speculation. He held that Guangdong's economic and social development would be 
hampered unless these difficulties were solved. 


Ren Zhongyi pointed out, although Guangdong is now carrying out double-tracking 
of the Beijing-Guangzhou railroad south of Hengyang and is also cooperating witb 
foreign businessmen in building a nuclear power station, this cannot be completed 
within a short period even if the decision is taken. Therefore it is necessary 
to devise more ways to solve the two problems during the sixth 5-year plan period. 
Otherwise, the economic development awaited by the people of Guangdong will be 
sei‘iously constrictea. 


Two problems that affect the people's daily life are soaring prices and the 

upsurge in smuggling. He pointed out, the central authorities are extremely 
concerned about the problem of prices in Guangdong; during his current visit to 
Beijing for the NPC session, Comrade Hu Yaobang had taken up the matter three times. 
He held that it is necessary to resolve to curb soaring prices at every cardinal 
Link in production and circulation. 


On smuggling, speculation, corruption and other unhealthy trends, Ren Zhongyi 
pointed out, there are both certain economic causes and also ideological problems 
involved. He said, while proposing a policy of opening up more to the outside 
world, relaxing policies to a greater extent and handing down more powers to the 
lower levels, Guangdong Province must also stress particuiar strictness in controls, 
discipline, and legal system. Without such particular strictness, our policies 

of greater "release" will encourage the growth of unhealthy trends. 
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Ren Zhongyi also pointed out, apart from the above-mentioned problems, another 
difficulty hampering the rapid development of Guangdong Province is that the 
population is increasing too fast. He revealed that Guangdong is among the nine 
provinces and autonomous regions with the highest population giowth rate in the 
Country, but the other eight provinces and regions all have comparatively large 
minority-nationality populations. In other words, the population in Guangdong is 
growing taster than anywhere else in the country except for the minority-nationality 
areas. He held that unless this problem was tackled properly, it would counteract 
the advantages of increased industrial and agricultural output. 


Ren Zhongyi sharply criticized the various forms of bureaucratism existing in 
Guangdong and in the whole country and proposed that work methods be improved. 

The Provincial CCP Committee should not keep too detailed control over things; 

it should just control the artery departments of the economy and the major poli- 
tical matters. The local authorities should solve problems that do not involve 

the overall situation, and the people themselves should handle those things they 
are able to handle. There should be no indiscriminate interference in the people's 
private affairs. In this way it is possible to control the orientation well and 
also mobilize the enthusiasm of all sectors. The masses will then feel that they 
have freedom. 


CSC: 4006/204 END 
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